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Jul 31, 2026 : Implementation of Section 51A of UAPA, 1967: Updates to
UNSC’s 1988 (2011) Taliban Sanctions List: Amendment of 05 Entries:

Tags:
UAPA Section 51A Compliance, UNSC Taliban Sanctions List, KYC/AML Obligations, Asset Freeze and
Screening, RBI Regulated Entities

Summary:

The Reserve Bank of India (RBI) informs all regulated entities that the UN Security Council Committee
under Resolution 1988 (2011) has amended five entries on the Taliban Sanctions List and provides the
updated individual details, including multiple passports and aliases. Regulated entities are required to
update their screening systems and ensure no accounts or services are maintained for the listed
individuals in strict compliance with Section 51A of the UAPA, 1967, the UAPA Order dated February 2,
2021 (as amended), and Chapter IX of the KYC Directions, 2025. The circular applies to all commercial
banks, small finance banks, payment banks, co-operative banks, RRBs, local area banks, NBFCs, ARCs and
All India Financial Institutions, and reiterates the process for handling delisting requests via the Ministry of
Home Affairs.

Insights:

* Regulated entities must immediately screen all customers, counterparties, and beneficiaries against the
updated UNSC 1988 (Taliban) Sanctions List, incorporating the 5 amended entries (TAi.044, TAi.082,
TAi.110, TAi.144, TAi.147) dated July 30, 2026.

¢ Any accounts, services, or transactions involving the listed individuals/entities must be identified and
appropriate action taken strictly as per Chapter IX of RBI’s KYC Directions, 2025 and the UAPA Order dated
February 02, 2021 (amended April 22, 2024).

 Regulated entities must promptly update internal sanction-screening tools and KYC/AML systems with
the latest data from the UNSC Taliban sanctions

e If any customer or stakeholder requests delisting from the Taliban Sanctions List, banks must
electronically forward such requests to Joint Secretary (CTCR), MHA, instead of handling them
independently, in line with the instructions reiterated in this circular.

¢ Ongoing compliance processes must explicitly reference and align with RBI KYC Directions, 2025
(Chapter IX) and the UAPA Order (02.02.2021, amended 22.04.2024), as these govern the procedures for
asset freeze, reporting, and handling of UNSC-listed individuals/entities.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13664&Mode=0
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Jul 31, 2026 : Consolidation of Supervisory Instructions — Repeal of

Circulars

Tags:
Consolidated Directions, Repeal of Circulars, RBI Department of Supervision, Supervisory Instructions
Rationalisation, Regulatory Obsolescence

Summary:

The Reserve Bank of India has issued a circular announcing the consolidation of supervisory instructions
into 64 Consolidated Directions administered by the Department of Supervision, leading to the repeal of
628 earlier circulars listed in the Annex. These Directions cover all relevant instructions from DoS and
erstwhile supervisory departments, with obsolete provisions excluded, while clarifying that any past or
ongoing actions under the repealed circulars will continue to be governed by the earlier provisions. The
changes impact all regulated entities and stakeholders subject to RBI’s supervisory framework who were
previously guided by the repealed instructions.

Insights:

* Regulated entities must now refer only to the 64 Consolidated Directions issued by DoS (as per
RBI/D0S/2026-27/221) for supervisory compliance, instead of earlier fragmented instructions from DoS
and erstwhile supervisory departments.

¢ All 628 circulars listed in the Annex to this circular stand repealed with immediate effect; compliance
teams must update internal regulatory libraries and remove these circulars from policy/reference
documents.

¢ For any past or ongoing supervisory actions initiated under the repealed circulars, entities must
continue to apply the provisions of those repealed instructions to those specific cases until their closure.

e Policy, SOP, and training materials that cite any of the 628 repealed circulars must be revised to cite the
relevant provisions in the new Consolidated Directions to avoid regulatory misalignment.

¢ Regulated entities should systematically map each repealed circular in the Annex to the corresponding
clause in the relevant Consolidated Direction to ensure no compliance requirement is inadvertently
dropped.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13663&Mode=0
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Jul 31, 2026 : Fake Indian Currency Notes (FICNs)-Detection, Reporting
and Monitoring

Tags:
Fake Indian Currency Notes (FICN), Counterfeit Notes Detection, Cash Handling Staff Training, Border
Branches and Note-Sorting Machines, RBI Compliance and Reporting

Summary:

The Reserve Bank of India has issued a circular reinforcing the Master Direction on Counterfeit Notes,
mandating banks to strengthen detection, impounding and reporting of Fake Indian Currency Notes
(FICNs). Banks are required to ensure that all cash-handling staff, especially in border-area branches, are
trained on banknote security features by specified deadlines, equip branches in districts with international
borders with note authentication/sorting machines, and have their Forged Note Vigilance Cells analyze
FICN data to identify hotspots and trends. All banks must institute an internal monitoring mechanism for
full compliance with the Master Direction and submit their action plan and progress to the RBI’s
Department of Currency Management by the prescribed dates.

Insights:

¢ All banks must ensure that 100% of cash-handling staff are trained on security features and FICN
detection by October 31, 2026, in line with RBI’s Master Direction on Counterfeit Notes (April 01, 2026).

* Branches located in districts with international borders must complete priority training of their cash-
handling staff on FICN detection by September 15, 2026, and report compliance via their FNV Cell.

® Banks must submit Action Taken Reports (ATRs) on training completion through their Forged Note
Vigilance Cells to the concerned RBI Issue Office by September 22, 2026 (border branches) and November
7, 2026 (all cash staff).

¢ In addition to para 8 of the April 01, 2026 Master Direction, banks must equip all branches in districts
with international borders with Note Authentication/Sorting Machines to strengthen counterfeit
detection.

¢ Banks must establish an internal monitoring mechanism for full compliance with the Master Direction
on Counterfeit Notes and submit a consolidated plan of action with progress details to
demfnvd@rbi.org.in by September 15, 2026.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13662&Mode=0
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Jul 31, 2026 : Reserve Bank of India (Commercial Banks - Compliance
Function) Directions, 2026

Tags:
Compliance Function, Commercial Banks, Chief Compliance Officer (CCO), Risk-Based Supervision (RBS),
Governance and Oversight

Summary:

The Reserve Bank of India (RBI) has issued the Reserve Bank of India (Commercial Banks — Compliance
Function) Directions, 2026, establishing a comprehensive, Board-driven framework for managing
compliance risk in commercial banks (excluding SFBs, Payments Banks and LABs), including the State Bank
of India and corresponding new banks. The Directions mandate an independent, adequately staffed and
technology-enabled compliance function headed by a Chief Compliance Officer with a fixed minimum
tenure, defined fit-and-proper criteria, clear reporting lines to the MD & CEO/Board or Audit Committee,
separation from internal audit and business, group-wide coverage, formal compliance programmes and
annual risk assessments, as well as explicit responsibilities for addressing RBI’'s MAP/RMP and other
regulators’ directions.

Insights:

e Commercial Banks (excluding SFBs, PBs, LABs) must immediately adopt a Board-approved Compliance
Policy covering compliance culture, structure, CCO authority, approval of new products/processes by
Compliance, and a disincentive framework for breaches (paras 3, 15-17).

¢ Banks must establish an independent Compliance Department headed by a CCO with dedicated staff;
compliance staff cannot be assigned audit/inspection duties, and their remuneration cannot be linked to
specific business lines (paras 21, 24, 27).

 Boards/ACBs must conduct quarterly reviews and an annual detailed review of the Compliance function,
while senior management must perform at least an annual compliance risk assessment and submit
quarterly/annual reports on compliance risk and failures (paras 9, 14, 47-48).

¢ Banks must appoint a CCO with at least 15 years’ financial sector experience (5 in
audit/finance/compliance/legal/risk), fixed minimum tenure of 3 years, no dual-hatting or business
targets, and prior intimation of appointment/transfer to RBI’s Senior Supervisory Manager (paras 55—60,
61-67, 70).

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13645&Mode=0
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Jul 31, 2026 : Reserve Bank of India (Commercial Banks — Concurrent
Audit) Directions, 2026

Tags:
Concurrent Audit, Commercial Banks, Internal Controls and Risk Management, Audit Committee
Oversight, RBI Compliance and Reporting

Summary:

The Reserve Bank of India (Commercial Banks — Concurrent Audit) Directions, 2026 standardize and
strengthen the framework for concurrent audit in commercial banks (including banking companies,
corresponding new banks and SBI, but excluding SFBs, Payments Banks and LABs), aiming to ensure timely
detection of errors, irregularities and fraud. The Directions mandate Board/ACB-approved scope and
policy for concurrent audit (including coverage of all risk-sensitive areas and centralized processing
centres), lay down norms on appointment, tenure, remuneration and accountability of internal and
external concurrent auditors (including retired staff), and prescribe a structured reporting, review and
follow-up mechanism, with quarterly reporting to the Audit Committee/Local Management and
immediate escalation of frauds. They also repeal earlier instructions on concurrent audit for commercial
banks, while saving past actions and approvals under the old framework.

Insights:

e Commercial banks must immediately re-align their concurrent audit policies and procedures to fully
comply with the RBI (Commercial Banks — Concurrent Audit) Directions, 2026, which come into effect
upon issuance.

¢ Audit Committees/Local Management must define and approve the detailed scope of concurrent audit,
including coverage of centralized processing centres and risk-sensitive areas, and review system
effectiveness and auditor performance at least annually.

* Banks must establish or update Board-approved policies on appointment of concurrent auditors,
including use of own staff/retired staff/external firms, ensuring independence from audited branches and
compliance with restrictions on firms whose partners sit on the bank’s Board.

* Banks must enforce tenure and age limits for concurrent auditors: external firms’ continuous
engagement with the bank capped at 5 years, branch/unit-level engagement at 3 years, and retired staff
auditors not exceeding 70 years of age.

¢ With the issue of these Directions, all earlier concurrent audit directions/circulars for commercial banks
stand repealed as per circular DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026; banks must map
and migrate all past approvals and ongoing actions to the new framework without discontinuity.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13644&Mode=0
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Jul 31, 2026 : Reserve Bank of India (Commercial Banks — Cybersecurity,

Technology: Risk, Resilience and Assurance Framework) Directions, 2026

Tags:
Commercial Banks, Cybersecurity Framework, IT Governance and Risk Management, Business Continuity
and Disaster Recovery (BCP/DR), Information Systems Audit and CSOC

Summary:

The Reserve Bank of India’s (Commercial Banks — Cybersecurity, Technology: Risk, Resilience and
Assurance Framework) Directions, 2026 establish a comprehensive, board-driven framework for IT
governance, cybersecurity, technology risk management, resilience (including BCP/DR), and assurance in
commercial banks. The Directions consolidate and replace earlier RBI IT and cyber guidelines, introducing
explicit requirements on board/committee structures, roles of CIO/CISO, IT and cyber risk frameworks,
CSOC setup, baseline security controls (access, VA/PT, incident response, third-party and ATM switch
controls, metrics, user/customer awareness), and mandatory incident reporting within six hours on
DAKSH. These Directions apply to all commercial banks (excluding small finance banks, payments banks,
and local area banks), with a ‘comply or explain’ approach for foreign bank branches in India and specific
obligations for third-party service providers such as ATM switch ASPs.

Insights:

e Commercial banks must immediately establish or align Board-level IT Strategy Committees, Information
Security Committees, and CISO reporting lines as prescribed in Chapters II-lll, replacing prior IT/cyber
governance structures repealed via circular DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026.

* Banks must put in place or update Board-approved IT, Information Security, Cybersecurity (including
CCMP), and BCP/DR policies with at least annual Board review, explicitly integrating the new IT and cyber
risk management framework in Chapters IlI-IV.

* Banks are required to set up a Cyber Security Operations Centre (CSOC) with 24x7 monitoring, SIEM-
based log collection and correlation, and defined L1-L3 staffing capabilities as per Chapter VI, replacing
any earlier SOC constructs under now-repealed cyber framework guidelines.

* All banks must implement the new baseline cyber controls—including VA/PT periodicity (VA every 6
months, PT annually for critical/DMZ systems), DR drills at least half-yearly for critical systems, and multi-
factor authentication for privileged users—as detailed in Chapter V.

e Existing RBI cyber and IT governance circulars applicable to commercial banks stand repealed by
paragraph 230; banks must map and revise all internal policies, vendor contracts (especially ATM Switch
ASPs), and control checklists to the 2026 Directions, ensuring legacy references are removed.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13643&Mode=0
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Jul 31, 2026 : Reserve Bank of India (Commercial Banks — Digital Payment

Security Controls) Directions, 2026

Tags:
Digital Payment Security Controls, Commercial Banks, Cybersecurity and Fraud Risk Management, Mobile
and Internet Banking Security, Card Payment PClI Compliance

Summary:

The Reserve Bank of India’s ‘Commercial Banks — Digital Payment Security Controls’ Directions, 2026
prescribe a comprehensive, board-approved framework for governance, risk management, and security
controls across all digital payment products and services offered by commercial banks, including internet
banking, mobile payments, and card payments. The Directions consolidate and replace earlier
instructions, mandating secure-by-design application lifecycle practices, strong encryption and multi-
factor authentication, robust fraud monitoring and reconciliation, enhanced customer awareness and
grievance redress mechanisms, and adherence to PCl and related card security standards (including HSM
and ATM controls). These requirements apply to all commercial banks (excluding SFBs, Payments Banks,
and LABs) and extend to their use of third-party technology providers, payment system operators, card
networks, and other payment ecosystem participants.

Insights:

e Commercial banks must formulate and Board-approve a distinct digital payments security policy (or
incorporate into product policy) and review it at least annually, explicitly covering FSP requirements, risk
assessment, testing/UAT, and dispute resolution (paras 8-13).

* Banks must implement half-yearly Vulnerability Assessment and annual Penetration Testing, plus
mandatory VA/PT on any new or significantly changed digital payment infrastructure/applications,
including OWASP-aligned source code review or developer certification (para 32).

¢ Multi-factor authentication (with at least one dynamic/non-replicable factor) is mandatory for all
electronic payments and fund transfers, including cash withdrawals at ATMs/micro-ATMs/BCs, with
additional alerts for all debit/credit transactions and beneficiary or limit changes (paras 41, 46).

» Banks must operationalise a real-time/near real-time reconciliation framework for all digital payment
transactions with PSOs, aggregators, gateways, vendors etc., ensuring settlement file reconciliation within
24 hours of receipt (para 57).

* With effect from issuance of these Directions, all earlier RBI digital payment security instructions for
commercial banks stand repealed as per circular DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026,
though past actions under old instructions remain valid (paras 70-71).

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13642&Mode=0
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Jul 31, 2026 : Reserve Bank of India (Commercial Banks — Fraud Risk

Management) Directions, 2026

Tags:

Fraud Risk Management, Commercial Banks, Early Warning Signals (EWS) and Red Flagged Accounts
(RFA), Reporting to Law Enforcement Agencies and RBI, Central Fraud Registry (CFR) and Compliance
Governance

Summary:

The Reserve Bank of India’s Reserve Bank of India (Commercial Banks — Fraud Risk Management)
Directions, 2026 establish a comprehensive, board-driven framework for prevention, early detection,
investigation, and reporting of frauds by commercial banks. The Directions introduce detailed governance
structures (including a Special Board Committee and mandatory Data Analytics/MI units), codify Early
Warning Signal and Red-Flag Account mechanisms with strict timelines, mandate adherence to principles
of natural justice before fraud classification and penal debarments, and lay down uniform protocols for
reporting frauds to law enforcement agencies and the RBI’s CFR/CPFIR systems. These requirements
impact commercial banks, their borrowers (and associated promoters/directors), third-party service
providers and professionals, auditors, and group entities of banks, including in relation to staff
accountability, treatment of fraud accounts under resolution, legal audits of title documents, and
handling of theft/robbery cases.

Insights:

¢ All commercial banks must adopt and implement a Board-approved Fraud Risk Management Policy
(covering prevention, EWS/RFA, investigation, staff accountability, recovery and reporting) with Board
review at least once every three years.

» Before classifying any person/entity (including third-party professionals) as ‘fraud’, banks must follow
principles of natural justice: issue a detailed SCN, allow minimum 21 days for response, and pass a
reasoned, speaking order.

¢ Banks must establish an EWS/RFA framework overseen by the RMCB, set a TAT (preferably <30 days) for
examining EWS alerts, and report all red-flagged accounts with aggregate exposure of X3 crore and above
on CRILC’s Red Flagged Account Return within seven days of red-flagging, completing fraud/non-fraud
classification ordinarily within 180 days.

* From the effective date, banks must immediately report all frauds to LEAs as per new thresholds (e.g.,
PSBs: CBI for frauds >%6 crore; Private/Foreign banks: SFIO and State/UT Police for frauds >X1 crore) and
also file FMRs to RBI for every fraud.

* Banks must realign processes (including staff accountability, ABBFF referrals for PSBs, legal audit of title
deeds >X5 crore, and treatment of fraud accounts under IBC/RBI resolution frameworks) to the new
Directions while ensuring continued compliance with other applicable RBI regulations (e.g., CRILC,
Concentration Risk, Transfer and Distribution of Credit Risk, Resolution of Stressed Assets, CPFIR).
Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13641&Mode=0
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Jul 31, 2026 : Reserve Bank of India (Commercial Banks - Internal Audit

Function) Directions, 2026

Tags:
Commercial Banks, Risk-Based Internal Audit (RBIA), Internal Audit Governance, Head of Internal Audit
(HIA), Outsourcing of Internal Audit Experts

Summary:

The Reserve Bank of India (Commercial Banks — Internal Audit Function) Directions, 2026 mandate all
commercial banks (including SBI and corresponding new banks, but excluding SFBs, Payments Banks, and
LABs) to adopt a robust Risk-Based Internal Audit (RBIA) framework focused on assessing risk
management systems and internal controls rather than only transaction-centric audits. The Directions
introduce detailed Board and senior management responsibilities, require a Board-approved internal
audit policy, risk assessment methodology and annual audit plan, mandate functional independence and
adequate staffing of the Internal Audit Department, prescribe specific risk-matrix based planning and
minimum scope (including MIS integrity, compliance, fraud risk and AML controls), lay down rules for
engaging external experts and ex-staff, and strengthen the authority, tenure, and reporting lines of the
Head of Internal Audit. These Directions repeal and replace all earlier RBI instructions on internal audit for
commercial banks, with ongoing actions and approvals under the old framework continuing to remain
valid under the new regime.

Insights:

e Commercial banks (excluding SFBs, Payments Banks, LABs) must immediately adopt a documented Risk
Based Internal Audit (RBIA) framework with Board-approved policy, risk assessment methodology, and
Annual Audit Plan (AAP) as these Directions are effective upon issuance.

¢ Boards/LABs must mandate minimum service tenures for internal audit staff and formally approve a
policy for engaging retired personnel (tenure <3 years) specifying terms of engagement, performance
review, and termination clauses.

¢ Internal Audit Departments must establish an independent, documented risk assessment system using
the prescribed risk matrix (inherent vs control risk), update it at least annually, and tie audit frequency
and extent of transaction testing (including 100% testing for ‘C’ risk areas) to this assessment.

¢ Banks must ensure the Head of Internal Audit is a senior executive with no reporting line or business
targets from business verticals, appointed preferably for 23 years, and reporting directly to
ACB/MD&CEO/WTD with quarterly ACB meetings without senior management present.

¢ With issuance of these Directions, all earlier internal audit function instructions for commercial banks
(including circular DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026) stand repealed; however,
ongoing actions, approvals, penalties, and proceedings under the old framework continue and must be
carried to closure under those provisions.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13640&Mode=0
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Jul 31, 2026 : Reserve Bank of India (Commercial Banks — Statutory Audit)
Directions, 2026

Tags:
Statutory Audit, Commercial Banks, Statutory Central Auditors (SCA), Auditor Eligibility and Independence,
Long Form Audit Report (LFAR)

Summary:

The Reserve Bank of India (Commercial Banks — Statutory Audit) Directions, 2026 comprehensively
overhaul the framework for appointment, tenure, fees, independence and responsibilities of statutory
central/branch auditors of commercial banks (including PSBs, SBI and corresponding new banks). Key
changes include mandatory joint audits for banks with assets of 15,000 crore and above, granular
eligibility and rotation norms for audit firms, detailed governance and oversight roles for Boards/ACBs,
and a significantly expanded, standardised Long Form Audit Report (LFAR) covering credit, market,
liquidity, operational, IT and governance risks. These Directions apply to all commercial banks (and their
overseas branches where relevant) and replace earlier RBI instructions on statutory audit, with direct
implications for bank Boards, Audit Committees and empanelled audit firms.

Insights:

¢ With immediate effect, commercial banks must obtain prior DoS, RBI approval annually for
appointment/reappointment of SCAs/SAs and apply before July 31 each year, following the new joint
audit and number-of-auditors norms based on asset size (para 11-12, 32).

* Banks with asset size > X15,000 crore must implement compulsory joint audit by at least two audit firms
that are not from the same network and have no common partners, and allocate top branches/advances
coverage as prescribed (paras 11, 13-14).

¢ All commercial banks must revise their auditor empanelment/selection processes to comply with the
enhanced eligibility, independence, and rotation norms (including 3-year tenure and 6-year cooling
period), replacing earlier statutory audit instructions repealed via DoS.CO.PPG.66/11.01.005/2026-27
dated July 31, 2026 (paras 15-21, 24-28, 82).

» Boards/ACBs/Local Management must immediately adopt and host on the bank’s website a Board/LM-
approved policy detailing transparent procedures for appointment, independence assessment, fee
fixation, and performance review of SCAs/SAs (paras 6—10, 30-31).

* Banks must update internal audit and reporting processes so that LFARs from SCAs/SAs and SBAs are
obtained in time and the consolidated LFAR (with Board/ACB notes and directions) is submitted to the
concerned SSM, DoS, RBI within 60 days of LFAR submission by the auditors (paras 34—36).

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13639&Mode=0
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Jul 31, 2026 : Reserve Bank of India (Commercial Banks — Supervisory
Returns) Directions, 2026

Tags:
Supervisory Returns, Commercial Banks, Data Governance and Reporting, RBI Compliance, Regulatory
Reporting Timelines

Summary:

The Reserve Bank of India (Commercial Banks — Supervisory Returns) Directions, 2026 consolidate and
standardise the framework governing supervisory data/return submissions by commercial banks
(excluding SFBs, Payments Banks and LABs), covering governance, data architecture/IT, and detailed
return-wise formats, scope and periodicity. The Directions mandate board- and senior management-level
oversight of data quality, documentation and validation of risk data aggregation and reporting, exclusive
online submission via RBI portals (including for domestic, overseas, IBU/OBU operations), and prescribe
specific timelines, exceptions and penalties for delayed, incomplete or inaccurate returns. They repeal
and replace all earlier RBI instructions on supervisory returns for commercial banks while preserving past
actions/approvals, and also introduce or restate special reporting requirements for select entities such as
PSBs, PVBs with overseas operations, certain designated financial conglomerates and specified individual
banks for particular returns.

Insights:

¢ All commercial banks must henceforth submit all supervisory returns exclusively through RBI’s online
portals (CIMS and other specified systems); physical or email submissions will not be treated as valid
except when explicitly permitted as a contingency.

* Boards and Senior Management must formally integrate data quality risk (including outsourced data
processes) into the overall risk management framework and document validation of risk data aggregation
and reporting practices using dedicated IT/data specialists.

* Banks must redesign/align their data architecture and IT infrastructure so they can generate granular,
scenario-based data (e.g., industry-wise, district-wise exposures) on demand, including during stress or
crisis situations, with clearly documented data sources and aggregation rules.

e All supervisory returns listed (ALE, RAQ, CRILC, BLR, FMR, FINCON, etc.) must be submitted within
revised standard timelines (e.g., weekly by the following Wednesday, monthly within 15 days,
quarterly/half-yearly/yearly within 21 days) and, where applicable, audited versions within 5 working days
of auditor signing.

» With effect from these Directions, all earlier directions/instructions on Supervisory Returns for
commercial banks stand repealed as per circular DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026,
and any existing approvals/actions under the old framework will now be deemed to operate under these
new Directions.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13638&Mode=0
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Jul 31, 2026 : Reserve Bank of India (Commercial Banks — Miscellaneous)

Supervisory Directions, 2026

Tags:
Commercial Banks Supervisory Directions, Prompt Corrective Action (PCA), Fraud Prevention and
Vigilance, Protected Disclosure (Whistleblower) Scheme, Inoperative Accounts and KYC Updation

Summary:

The Reserve Bank of India’s (Commercial Banks — Miscellaneous) Supervisory Directions, 2026 consolidate
and replace prior instructions on a range of supervisory areas for commercial banks, including PCA
triggers and actions, fair practices in interest charging, monitoring end-use of funds, treatment of
inoperative accounts and nominations, fraud prevention, protected disclosures, and vigilance. Key
updates include a formalized PCA matrix and exit criteria, explicit prohibitions on unfair interest charging
practices, strengthened requirements for monitoring diversion/siphoning of funds, detailed fraud risk
controls (including legal compliance certification/audit and forensic scrutiny), and structured mechanisms
for whistleblowing and vigilance reporting (VMR). The Directions apply to all commercial banks (excluding
SFBs, Payments Banks, and LABs), with specific chapters targeted at private and foreign banks (protected
disclosure and vigilance systems) and public sector banks (vigilance monitoring returns).

Insights:

¢ All commercial banks must immediately provide RBI supervisors the highest level of read-only access to
core IT systems (with manpower support), necessitating review and alignment of current system access
controls and audit trails.

* Banks must strengthen post-sanction end-use monitoring by formalising procedures for site visits, stock
audits, periodic book scrutiny, and borrower certifications, with explicit covenants and separate auditor
mandates where diversion/siphoning certification is needed.

¢ Banks must operationalise the revised PCA framework thresholds on CRAR/CET1, Net NPA, and Tier 1
leverage, and embed automatic triggers for mandatory and discretionary corrective actions, noting that
RBI can invoke or relax PCA based on quarterly (including audited annual) financials and supervisory
assessment.

* Banks must overhaul loan disbursal and interest-charging systems to prevent practices flagged as unfair
(e.g., interest from sanction date, EMI on undisbursed amounts, full-month interest for part-month use),
update KFS/amortisation schedules for each part-disbursement, and communicate changes to borrowers.

¢ All earlier RBI instructions on areas covered by these Directions stand repealed vide circular
DoS.CO.PPG.66/11.01.005/2026-27; banks must update internal policies, manuals, and vigilance/fraud
frameworks to align solely with these 2026 Directions and the cross-referenced 2025-26 Directions
(Capital Adequacy, Responsible Business Conduct, Fraud Risk Management).

¢ Banks must institute quarterly Board/CSC monitoring and DAKSH reporting on reduction of
inoperative/KYC-pending accounts and nomination coverage, and run periodic campaigns plus system
changes (e-KYC, VCIP, non-home branch, Aadhaar update) to ease activation and updation.
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e Private and foreign banks must establish a Board-approved Protected Disclosure Scheme and internal
vigilance setup (with a designated Chief of Internal Vigilance, staff rotation and mandatory leave policies,
and quarterly Vigilance Monitoring Returns) consistent with the framework in Chapters IX—XI.

¢ Banks must create a fraud-prevention framework including: legal-compliance certification and annual
legal-compliance audit for large transactions, a trained Fraud Investigation Unit with forensic skills,
safe-custody controls over security items, and a documented Best Practices Code covering all major
operations.

¢ Banks must implement additional safeguards for high-risk products/segments (bulk retail loans,
property-backed loans, NR accounts) such as independent verification of salary/ITR/title documents,
builder and property due-diligence, direct confirmation from owners/NRls, and stricter
KYC/remote-branch controls.

 Public sector banks must file quarterly Vigilance Monitoring Return-1 (VMR-1) through RBI’s online
portal, aligning their anti-corruption action plans and statistics on preventive, detection, and punitive
vigilance measures with the prescribed VMR format.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?ld=13637&Mode=0
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Jul 31, 2026 : Reserve Bank of India (Small Finance Banks - Compliance

Function) Directions, 2026

Tags:

Compliance Function, Board Oversight and Governance, Risk-Based Supervision (RBS)

Summary:

The Reserve Bank of India (Small Finance Banks — Compliance Function) Directions, 2026 establish a
detailed, board-driven framework for the compliance function in Small Finance Banks, including
governance, structure, staffing, scope, and group-wide responsibilities. The Directions mandate an
independent, sufficiently resourced compliance department headed by a fit-and-proper Chief Compliance
Officer with defined authority, tenure, reporting lines, and technology-enabled monitoring, along with
formal compliance policies, risk-based programmes, and regular Board/ACB reviews and disclosures. All
existing RBI instructions on compliance functions for Small Finance Banks stand repealed and replaced by
these Directions, which apply to SFBs and their financial groups where relevant.

Insights:

* Small Finance Banks must immediately establish/strengthen an independent Compliance Department at
Head Office headed by a CCO, with dedicated compliance units at controlling offices and
branches/strategic business units (paras 20-24, 30).

* Boards must approve a comprehensive Compliance Policy, review it at least annually, and undertake
quarterly as well as detailed annual reviews of the Compliance function with the CCO as an invitee (paras
7,9, 15-17).

¢ Banks must appoint a full-time CCO (not below two levels from MD & CEO) with a minimum 3-year fixed
tenure, meeting specified age, experience, and ‘fit and proper’ criteria, and give prior intimation to RBI
before appointment, transfer, or removal (paras 55-60, 61-63, 70).

¢ Banks must implement a risk-based compliance programme including compliance testing, annual
compliance risk assessment and review, monthly compliance risk reporting to senior management/MD &
CEO, and ensure MAP/RMP points under RBS are closed within prescribed timelines (paras 31, 35, 45-48).

» With effect from issue of these Directions, all earlier compliance-function instructions for SFBs stand
repealed as communicated in circular DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026; existing
actions/approvals under repealed directions continue but future compliance must align with these new
Directions (paras 76-77).

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?ld=13636&Mode=0
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Jul 31, 2026 : Reserve Bank of India (Small Finance Banks — Concurrent
Audit) Directions, 2026

Tags:
Concurrent Audit, Internal Control and Risk Management, Audit Committee of the Board (ACB),

Summary:

The Reserve Bank of India (Small Finance Banks — Concurrent Audit) Directions, 2026 prescribe a uniform
framework for conducting concurrent audits in Small Finance Banks, covering governance, scope,
appointment, tenure, accountability, remuneration, and reporting requirements. The Directions mandate
minimum coverage of high-risk and centralized functions, set eligibility and rotation norms for external
and internal concurrent auditors (including retired staff), require Audit Committee of the Board oversight,
and lay down procedures for handling serious omissions and frauds. All Small Finance Banks, their Boards,
Internal Audit Departments, external audit firms, and retired bank staff acting as concurrent auditors are
directly impacted, and prior SFB-specific concurrent audit instructions are repealed and subsumed under
this circular.

Insights:

¢ Small Finance Banks must immediately implement a Board-approved Concurrent Audit framework, with
the Audit Committee of the Board (ACB) defining and approving the detailed scope, maximum tenure of
external concurrent auditors, and their remuneration.

* Heads of Internal Audit, with prior ACB approval, must redesign concurrent audit coverage to
mandatorily include all risk-sensitive areas (e.g., cash, loans & advances, KYC/AML, treasury, cards, FX)
and ensure all Centralized Processing Centres are brought under concurrent audit.

» Banks using external firms or retired staff for concurrent audit must issue/modify Board-approved
policies to address selection, independence (including CA firms with partners on the Board), age cap of 70
years for retired staff, and maximum tenure of 5 years per firm and 3 years per branch/unit.

¢ Internal Audit Departments must establish a structured reporting and escalation mechanism so that
concurrent audit findings are submitted in a prescribed format, major deficiencies are immediately
escalated to HO/Controlling Office, and zone-wise quarterly reviews are placed before the ACB.

¢ With effect from issuance of these Directions, all earlier concurrent audit instructions for Small Finance
Banks stand repealed as per circular DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026, and banks
must align existing approvals, processes, and accountability policies to these new Directions while treating
past actions under old guidelines as preserved.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13635&Mode=0
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Jul 31, 2026 : Reserve Bank of India (Small Finance Banks - Cybersecurity,

Technology: Risk, Resilience and Assurance Framework) Directions, 2026

Tags:
Cybersecurity Framework, IT Governance and Risk Management, Business Continuity and Disaster
Recovery, Third-Party and Outsourcing Controls

Summary:

The Reserve Bank of India has issued the ‘Reserve Bank of India (Small Finance Banks — Cybersecurity,
Technology: Risk, Resilience and Assurance Framework) Directions, 2026’, establishing a comprehensive,
board-driven framework for IT governance, information security, and cyber resilience in Small Finance
Banks (SFBs). The Directions consolidate and replace earlier IT/cybersecurity instructions, mandating
dedicated board-level IT and information security committees, a CISO with defined independence,
baseline cyber and IT controls (including CSOC, VA/PT, DR/BCP testing, vendor risk controls, ATM switch
ASP requirements, and mandatory incident reporting to RBI/CERT-In), as well as risk-based metrics,
audits, and staff/customer awareness programmes. These requirements apply to all Small Finance Banks
and extend, through contractual obligations, to their IT vendors, ATM switch service providers, and other
third parties handling their information assets and technology infrastructure.

Insights:

¢ Small Finance Banks must immediately adopt and annually review distinct Board-approved IT,
Information Security, Cybersecurity, and BCP/DR policies, with a mandatory Cybersecurity Policy separate
from the general IT/IS policy (paras 6, 7, 13, 14).

¢ Banks must constitute/realign a Board-level IT Strategy Committee (ITSC) with an independent chair
having at least 7 years’ IT/cyber experience, and ensure quarterly meetings plus a separate senior-level
CISO reporting to the risk vertical, not IT (paras 15-18, 26-27).

* Banks are required to establish a 24x7 capable Cyber Security Operations Centre (CSOC) with
SIEM-based central log collection, analytics, and defined L1-L3 staffing, and integrate it with incident
response, forensics, and continuous surveillance (paras 142, 211-222).

e All critical and internet-facing systems must undergo VA at least every 6 months and PT at least
annually, with closure status of findings reported quarterly to ITSC and ISC; VA/PT must also cover
cloud-hosted systems (paras 148-160).

* With effect from issue of this circular, all earlier SFB-specific cybersecurity and IT governance directions
stand repealed as per DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026, and SFBs must migrate
their frameworks to comply with these new Directions while existing actions continue to be governed
under the old instructions (paras 229-230).

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13634&Mode=0
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Jul 31, 2026 : Reserve Bank of India (Small Finance Banks — Digital
Payment Security Controls) Directions, 2026

Tags:

Digital Payment, Security Controls, Cybersecurit, Multi-Factor Authentication

Summary:

The Reserve Bank of India’s (Small Finance Banks — Digital Payment Security Controls) Directions, 2026
prescribe a comprehensive, Board-driven framework for governance, risk management, and security of all
digital payment products and services offered by Small Finance Banks, including internet banking, mobile
payments, and card transactions. The Directions consolidate and update requirements on secure
application lifecycle practices, multi-factor authentication, fraud monitoring, reconciliation, customer
protection and grievance redressal, and mandate adherence to relevant standards (e.g., OWASP, PCI
frameworks, encryption and HSM controls), with specific controls for internet, mobile, ATM and PoS
environments. These Directions are immediately applicable to all Small Finance Banks and, through their
outsourcing and ecosystem provisions, impact associated third-party service providers, payment system
operators, card networks, aggregators, gateways and other participants integrated with SFBs’ digital
payment infrastructure.

Insights:

¢ Small Finance Banks must immediately adopt a Board-approved digital payments policy that embeds
Functionality, Security and Performance (FSP) requirements and is reviewed at least annually, covering
UAT, risk mitigation, dispute handling and rollback mechanisms.

* SFBs are required to perform VA at least half-yearly and PT at least annually for all digital payment
applications, and additionally after any major infra/app change, ensuring coverage of OWASP/OWASP
Mobile Top 10 and fixing identified vulnerabilities in a defined time-bound manner.

¢ Banks must implement multi-factor authentication (at least one dynamic/non-replicable factor) for all
electronic payment and fund transfer channels (including ATMs/micro-ATMs/BCs apps), with alerts for all
debits/credits, beneficiary changes and limit changes, and define blocking/re-activation processes after
failed attempts.

* SFBs must establish real-time/near-real-time (within 24 hours of settlement file receipt) reconciliation
for all digital payment transactions with PSOs, card networks, BCs, aggregators and TSPs, and monitor
effectiveness of this framework for detecting suspicious and failed transactions.

* With these Directions, all earlier RBI digital payment security instructions applicable to SFBs (as repealed
via circular DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026) stand withdrawn prospectively, while
prior actions/approvals under the repealed directions continue to remain valid and governed by those
provisions.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?ld=13633&Mode=0
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Jul 31, 2026 : Reserve Bank of India (Small Finance Banks — Fraud Risk
Management) Directions, 2026

Tags:
Fraud Risk Management, Early Warning Signals (EWS) & Red Flagged Accounts (RFA), Reporting to RBI and
Law Enforcement Agencies, Governance and Staff Accountability

Summary:

The Reserve Bank of India (Small Finance Banks — Fraud Risk Management) Directions, 2026 establish a
comprehensive, Board-driven framework for SFBs to prevent, detect early, investigate, and report frauds,
including use of Early Warning Signals, Red Flagged Accounts, and the Central Fraud Registry. The
Directions introduce mandatory adherence to principles of natural justice before fraud classification,
specific governance structures (SCBMF, RMCB, Data Analytics & MI Unit), defined timelines and
thresholds for red-flagging, fraud reporting to RBI and law enforcement, penal debarment measures for
fraudulent borrowers and associated entities, periodic legal audit of title documents, and detailed
closure/withdrawal protocols for fraud cases. These requirements apply to all Small Finance Banks, and
also affect borrowers, group entities, third-party service providers and professionals, auditors, Asset
Reconstruction Companies, and law enforcement agencies through enhanced accountability, reporting,
and information-sharing mechanisms.

Insights:

¢ SFBs must immediately implement a Board-approved Fraud Risk Management Policy (covering
prevention, EWS/RFA, investigation, staff accountability, recovery, reporting) and review it at least once
every three years as per para 5 and 7.

« Before classifying any person/entity (including third-party professionals) as ‘fraud’, SFBs must follow
principles of natural justice—issue a detailed SCN, allow minimum 21 days for response, and pass a
reasoned order, in line with para 6 and referenced Supreme Court judgments.

¢ SFBs must red-flag accounts with aggregate exposure of X3 crore and above on CRILC within 7 days of
red-flagging and ordinarily conclude fraud classification/removal of RFA status within 180 days, with
delayed cases escalated to SCBMF (paras 22, 29, 31, 33).

e All fraud incidents, irrespective of amount, must be reported to RBI via online FMR within 14 days of
classification as fraud, and cheque-related frauds must be reported by the paying bank or, in specified
cases, by the presenting bank as per paras 45, 48, 57-58.

¢ With effect from issuance of these Directions, all prior SFB fraud-related instructions listed in circular
DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026 stand repealed, though actions taken under them
continue to be valid as per paras 65—66.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13632&Mode=0
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Jul 31, 2026 : Reserve Bank of India (Small Finance Banks - Internal Audit
Function) Directions, 2026

Tags:
Small Finance Banks, Risk-Based Internal Audit (RBIA), Internal Audit Governance, Head of Internal Audit
(HIA), RBI Compliance Directions 2026

Summary:

The Reserve Bank of India (Small Finance Banks — Internal Audit Function) Directions, 2026 mandate Small
Finance Banks to adopt a risk-based internal audit (RBIA) framework focused on assessing risk
management systems, internal controls, and MIS/data integrity, rather than only transaction-centric
checks. The Directions prescribe Board and senior management responsibilities, governance and
independence of the Internal Audit Department (including the role, tenure, and reporting lines of the
Head of Internal Audit), risk assessment and audit planning methodologies, limits on use of retired staff
and external experts, and prohibit outsourcing the internal audit function itself. These Directions apply to
all Small Finance Banks and repeal earlier RBI instructions on internal audit for SFBs, while preserving past
actions and approvals under the old framework.

Insights:
* Small Finance Banks must immediately adopt a documented Risk-Based Internal Audit (RBIA)

framework, including a Board-approved risk assessment methodology, Annual Audit Plan, and maximum
time gap even for low-risk activities/locations.

* Boards of SFBs must approve a policy for engaging retired bank personnel in internal audit-related work
with a maximum tenure of 3 years, clearly defining terms of engagement, performance review, and
termination.

¢ SFBs must ensure complete functional independence of the Internal Audit Department, prohibiting
assignment of accounting/operational roles and delinking internal auditors’ remuneration from
performance of audited business lines.

* Internal Audit functions in SFBs cannot be outsourced; only expert support (including ex-employees)
may be hired on contract under IAD supervision, with written contracts covering scope, reporting, work
paper access, and contingency plans for sudden termination.

« All previous RBI Directions/instructions/guidelines on Internal Audit Function applicable to SFBs stand
repealed with effect from this circular, specifically including circular DoS.CO.PPG.66/11.01.005/2026-27
dated July 31, 2026, and any ongoing actions will continue under the repealed provisions.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13631&Mode=0
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Jul 31, 2026 : Reserve Bank of India (Small Finance Banks — Statutory
Audit) Directions, 2026

Tags:
Small Finance Banks, Statutory Audit Directions, Statutory Central Auditors (SCA), Auditor Eligibility and
Independence, Long Form Audit Report (LFAR)

Summary:

The Reserve Bank of India (Small Finance Banks — Statutory Audit) Directions, 2026 lay down a
comprehensive framework governing the appointment, eligibility, independence, tenure, rotation, and
remuneration of Statutory Central Auditors/Statutory Auditors (and, where applicable, Statutory Branch
Auditors) for Small Finance Banks, along with detailed requirements for Long Form Audit Reports and
Board/Audit Committee oversight. Key changes include mandatory joint audits for SFBs with asset size of
%15,000 crore and above, caps on the number of banks an audit firm can serve, stricter fit-and-proper and
independence criteria (including network/common-partner restrictions, non-audit service cooling-off, and
conflict-of-interest checks), minimum firm-size/experience thresholds, a fixed three-year audit tenure
with a six-year cooling period, and specific LFAR scope and timelines. These Directions apply to all Small
Finance Banks and their Boards/ACBs, as well as audit firms seeking or holding statutory audit mandates
for such banks, and replace earlier SFB statutory audit instructions while preserving past actions under
them.

Insights:

¢ Small Finance Banks (SFBs) must obtain prior DoS, RBI approval for appointment/reappointment of
SCAs/SAs every year and submit proposals (Board/ACB-approved with Forms B & C) by July 31 of the
reference year.

¢ SFBs with asset size > X15,000 crore must mandatorily implement joint audit with at least two audit
firms, ensuring no common partners or common network as per Rule 6(3) of Companies (Audit and
Auditors) Rules, 2014.

* With immediate effect, all earlier SFB statutory audit instructions stand repealed as per circular
Do0S.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026, and SFBs must align Board policies, auditor
eligibility, tenure, and rotation strictly to these 2026 Directions.

* SFBs must ensure SCAs/SAs are appointed for a continuous 3-year tenure, enforce a 6-year cooling
period thereafter, and verify that each audit firm stays within the cross-entity audit caps (e.g., max 4
banks, 8 NBFCs, 8 UCBs, 5 StCBs/CCBs).

* Banks must put in place a Board-approved, publicly disclosed policy on SCA/SA appointment (including
independence checks, fee setting, and joint-audit allocation) and ensure timely LFAR submission to RBI
SSM within 60 days of receipt from the auditors.

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (Small Finance Banks - Supervisory
Returns) Directions, 2026

Tags:
Small Finance Banks, Supervisory Returns, Regulatory Reporting Timelines, Data Governance and
Accuracy, RBI Compliance and Penalties

Summary:

The Reserve Bank of India (RBI) has issued the Reserve Bank of India (Small Finance Banks — Supervisory
Returns) Directions, 2026, which comprehensively govern the submission of supervisory returns by Small
Finance Banks (SFBs) through designated online portals. The Directions codify governance and data-
quality expectations (including Board oversight, IT/data architecture, reconciliation, and automation),
prescribe a detailed list of periodic and ad-hoc returns with their periodicity, reference dates, and specific
submission timelines, and set out exceptions, penalties for delays/incorrect reporting, and transitional
provisions repealing earlier instructions. These requirements apply to all SFBs (including their domestic,
overseas, IBU/OBU operations and, where relevant, group entities and financial conglomerates) and
mandate strict adherence to the new reporting framework.

Insights:
¢ Small Finance Banks must submit all supervisory returns only through RBI’s online portals (including

CIMS) in prescribed formats; hard copy or email submissions are invalid unless specifically directed as a
contingency.

* Boards of SFBs must formally integrate data quality risk (including outsourced data processes) into the
overall risk management framework and ensure documented validation of risk aggregation and reporting
by staff with IT/data expertise.

e SFBs must comply with strict timelines: 15 days for monthly returns, 21 days for quarterly/half-
yearly/annual returns, with specific shorter timelines for RFA (7 days), GML (7 days), FMR-SCBs (14 days),
and immediate filing for FUA updates.

¢ For half-yearly Consolidated Prudential Return (CPR), banks must submit provisional/unaudited group
data by end-June (for March) and end-December (for September), and audited data by end-September
and end-December respectively, overriding the general 21-day rule.

¢ All earlier SFB supervisory return directions and instructions stand repealed as per circular
DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026; SFBs must align policies, systems, and report
taxonomies to these new 2026 Directions while existing actions under old norms remain valid.

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (Small Finance Banks — Miscellaneous)

Supervisory Directions, 2026

Tags:
Small Finance Banks, Fraud Prevention and Vigilance, Fair Practices in Lending and Interest Charging,
Inoperative Accounts and KYC Updation, Protected Disclosure and Whistleblower Mechanism

Summary:

The Reserve Bank of India’s (Small Finance Banks — Miscellaneous) Supervisory Directions, 2026
consolidate and update supervisory requirements for Small Finance Banks (SFBs) on IT system access for
RBI, monitoring end-use of funds, fair and transparent interest charging practices, handling inoperative
accounts and nomination, fraud prevention, protected disclosures (whistle-blowing), and internal
vigilance frameworks. The Directions mandate robust post-sanction monitoring of loans, system-level
corrections to prevent unfair interest charging (e.g., interest from sanction date, EMI on undisbursed
amounts), proactive reduction of inoperative/KYC-pending accounts with Board-level oversight, enhanced
controls over large-value and fraud-prone activities (including legal compliance certification/audits and
forensic scrutiny), and a Board-approved Protected Disclosure Scheme along with a structured vigilance
set-up headed by a Chief of Internal Vigilance. These provisions apply to all Small Finance Banks, their
boards, management, staff (including vigilance and audit functions), and affect customers, depositors,
borrowers, and whistle-blowers interacting with SFBs.

Insights:

* Small Finance Banks must immediately provide RBI officers with the highest-level ‘read-only’ access to IT
systems and requisite manpower support for supervisory purposes (para 5).

¢ Banks must strengthen post-sanction end-use monitoring (site visits, stock audits, borrower
certifications, CA mandates, internal audit checks) to prevent diversion/siphoning of funds (para 6).

* Banks must review loan disbursal and interest-charging practices (e.g., interest from actual disbursal
date, EMIs on disbursed amount, pro-rata interest within month) and implement system-level changes to
eliminate unfair practices (paras 7-9).

* Banks are required to reduce inoperative/KYC-pending accounts via digital KYC (including V-CIP), special
activation campaigns, Aadhaar update facilitation, and quarterly reporting of progress to the SSM through
DAKSH; linked to the 2025 ‘Responsible Business Conduct’ Directions (paras 10-15).

e All prior RBI instructions for SFBs on areas covered by these Directions stand repealed from July 31,
2026, per circular DoS.CO.PPG.66/11.01.005/2026-27; ongoing actions under repealed guidelines
continue under the saving clause (paras 82—-83).

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (Payments Banks - Compliance

Function) Directions, 2026

Tags:
Payments Banks, Compliance Function, Chief Compliance Officer (CCO), Board and Senior Management
Oversight, RBI Risk-Based Supervision (RBS)

Summary:

The Reserve Bank of India’s (Payments Banks — Compliance Function) Directions, 2026 establish a
comprehensive, Board-driven framework for managing compliance risk in Payments Banks, including
governance roles, independent compliance structures, and detailed responsibilities. The Directions
mandate appointment of a senior, independent Chief Compliance Officer with defined fit-and-proper
criteria and fixed tenure, separation of compliance from internal audit, group-wide compliance oversight,
annual and periodic compliance risk assessments and reporting, and the use of enterprise-wide
technology tools for monitoring compliance. These Directions apply to all Payments Banks, supersede
earlier RBI instructions on their compliance function, and introduce enhanced obligations for Boards,
senior management, compliance departments, and CCOs in relation to RBI and other sectoral regulators’
requirements.

Insights:
¢ Payments Banks must immediately establish an independent, Board-approved Compliance Policy and

review it at least annually, with quarterly and annual Compliance Function reviews placed before the
Board/ACB (paras 7, 9, 15-17).

* Banks must appoint a Chief Compliance Officer (CCO) with at least 15 years’ experience (5 in control
functions), a minimum fixed tenure of 3 years, and reporting directly to MD & CEO and/or Board/ACB,
ensuring no dual-hatting or business targets (paras 59-67).

* Banks are required to set up a dedicated Compliance Department at Head Office, designate compliance
officers in all departments/controlling offices/branches, and ensure compliance staff are not assigned
audit/inspection duties to avoid conflicts of interest (paras 21, 23-24).

¢ Banks must implement a risk-based Compliance Programme including compliance testing, annual
compliance risk assessment, MAP/RMP time-bound action plans under RBS, and monthly compliance risk
reports to senior management/MD & CEO (paras 31, 45-48).

e With effect from July 31, 2026, all earlier compliance-function directions for Payments Banks (circular
DoS.CO.PPG.66/11.01.005/2026-27) stand repealed; actions/approvals under the old framework continue
but future compliance must align with these new Directions (paras 2, 76—77).

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (Payments Banks — Concurrent Audit)
Directions, 2026

Tags:
Payments Banks, Concurrent Audit, Internal Control and Governance, Audit Committee of the Board
(ACB), RBI Supervisory Directions

Summary:

The Reserve Bank of India’s (Payments Banks — Concurrent Audit) Directions, 2026 lay down a
comprehensive framework for concurrent audit in payments banks, covering governance, scope,
appointment, tenure, accountability, remuneration, and reporting of concurrent auditors. Key
requirements include Board/Audit Committee-approved scope and policy, mandatory coverage of
specified risk-sensitive areas and centralized processing centres, limits on auditor tenure and age, clear
accountability mechanisms (including reporting serious lapses to RBI and ICAl), and structured, quarterly
reporting of audit findings to the Audit Committee. These Directions apply to all Payments Banks and
supersede earlier concurrent audit instructions for this category, while preserving actions and rights
under the repealed guidelines.

Insights:

¢ Payments Banks must immediately implement a Board-approved policy on concurrent audit (including
choice of in-house vs external/retired staff auditors) and have the Audit Committee of the Board (ACB)
approve the detailed scope and remuneration for such audits.

¢ Head of Internal Audit, with prior ACB approval, must immediately expand concurrent audit coverage to
all risk-sensitive areas listed in para 11 and ensure all Centralised Processing Centres, including business
origination/monitoring units, are brought under concurrent audit.

* Where external audit firms are appointed as concurrent auditors, banks must establish procedures to (i)
enforce a maximum firm-bank tenure of 5 years and a unit-level tenure of 3 years, and (ii) provide a
hearing, then cancel appointment and report serious lapses to ACB, RBI and ICAI.

¢ Banks must frame and operationalise an accountability policy for serious omissions/commissions by
internal or retired staff acting as concurrent auditors, and ensure retired staff used in such roles do not
exceed the age cap of 70 years.

* With immediate effect, all earlier concurrent audit directions for Payments Banks (including those
referenced in circular DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026) stand repealed, and banks
must align reporting formats, quarterly ACB reviews, and fraud- reporting processes strictly to these new
Directions.

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (Payments Banks - Cybersecurity,

Technology: Risk, Resilience and Assurance Framework) Directions, 2026

Tags:
Payments Banks, Cybersecurity Framework, IT Governance and Risk Management, Business Continuity
and Disaster Recovery (BCP/DR), Third-Party / Outsourcing Cyber Risk Controls

Summary:

The Reserve Bank of India’s ‘Payments Banks — Cybersecurity, Technology: Risk, Resilience and Assurance
Framework’ Directions, 2026 prescribe a comprehensive, board-driven framework for IT governance,
cybersecurity, business continuity, and information systems audit for payments banks. The Directions
consolidate and replace earlier RBI instructions, mandating measures such as a dedicated IT Strategy
Committee, CISO-led cyber risk management, baseline controls for applications, networks, data
protection, CSOC operations, VA/PT, incident response, DR drills, and enhanced oversight of
third-party/ATM switch ASP arrangements. These requirements apply to all payments banks, their boards
and senior management, CISOs/IT heads, outsourced service providers (including switch ASPs), and other
technology/cybersecurity vendors engaged in their IT and payment ecosystems.

Insights:
¢ Payments Banks must immediately adopt and annually review Board-approved IT Strategy, Information

Security, Cybersecurity, and BCP/DR policies, with a mandatory Board-level IT Strategy Committee (ITSC)
and ACB oversight of IS Audit (paras 6-9, 15-18, 223-225).

* Banks must establish a 24x7 Cyber Security Operations Centre (CSOC) with SIEM-based central log
collection, correlation, and incident handling, including defined L1-L3 roles and metrics-driven reporting
to Board/ITSC (paras 142, 211-222).

e All critical and internet-facing systems must undergo VA at least every 6 months and PT at least
annually, with documented methodology, prompt remediation, and quarterly closure status to ITSC/ISC
(paras 148-160).

¢ Banks must implement rigorous third-party controls, including mandatory cybersecurity clauses and
detailed control requirements for ATM Switch ASPs, and ensure RBI audit/inspection rights and cross-
border data compliance (paras 125-138).

¢ With immediate effect, all earlier cyber/IT governance directions for Payments Banks stand repealed
vide DoS.CO.PPG.66/11.01.005/2026-27; compliance must henceforth align only with these 2026
Directions, while past actions remain governed by the old instructions (paras 1-3, 229-230).

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13625&Mode=0

www.fintellix.com
©2026 Fintellix India Private Ltd. All rights reserved


https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?Id=13625&Mode=0

ICRA

FINTELLIX

Insights that empower

Jul 31, 2026 : Reserve Bank of India (Payments Banks — Digital Payment
Security Controls) Directions, 2026

Tags:
Payments Banks, Digital Payment Security Controls, Cybersecurity and Fraud Risk Management, Multi-
factor Authentication and Application Security, Card and Mobile Payment Compliance

Summary:

The Reserve Bank of India’s (Payments Banks — Digital Payment Security Controls) Directions, 2026 lay
down a comprehensive framework for governance, risk management, authentication, fraud control,
reconciliation, and customer protection for all digital payment products and services offered by Payments
Banks, including internet, mobile and card-based transactions. The Directions introduce detailed
requirements on secure-by-design application development, periodic VA/PT, strong multi-factor
authentication, fraud monitoring rules, near real-time reconciliation, adherence to PCl and related card
security standards, device-binding and mobile app controls, as well as mandatory customer awareness
and online dispute resolution mechanisms. These Directions apply to all Payments Banks and their digital
payment ecosystems (including third-party service providers, card networks, PSOs and intermediaries)
and repeal earlier digital payment security instructions for Payments Banks, with past actions under the
old framework remaining valid.

Insights:

* Payments Banks must immediately adopt a Board-approved ‘digital payment products and services’
policy that embeds Functionality-Security-Performance (FSP) requirements, and review it at least
annually, with clear product-level security limits and KPIs (e.g., fraud indicators, RTO/RPO, uptime).

* Banks are required to perform VA at least half-yearly and PT at least annually for all digital payment
applications, and additionally after any major infra/application change, with time-bound remediation and
documented residual risk acceptance where applicable.

¢ Banks must implement strong multi-factor authentication (with at least one dynamic/non-replicable
factor) for all electronic payments and fund transfers, enable alerts for all debits/credits and beneficiary
changes, and set/monitor thresholds for failed logins with secure reactivation processes.

* A near-real-time reconciliation framework (no later than 24 hours from receipt of settlement files) must
be implemented for all digital payment transactions with PSOs, aggregators, BCs and other
counterparties, along with a Board-approved mechanism to monitor its effectiveness.

» With the issuance of these Directions, all existing ‘Digital Payment Security Controls’ instructions
applicable to Payments Banks stand repealed as per circular DoS.CO.PPG.66/11.01.005/2026-27 dated
July 31, 2026, and future compliance must align only with these 2026 Directions while past actions remain
governed by the repealed instructions.

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (Payments Banks — Fraud Risk
Management) Directions, 2026

Tags:
Payments Banks, Fraud Risk Management, Early Warning Signals (EWS) and Red Flagged Accounts (RFA),
Reporting to Law Enforcement Agencies and RBI, Central Fraud Registry (CFR)

Summary:

The Reserve Bank of India’s ‘Payments Banks — Fraud Risk Management Directions, 2026’ establish a
comprehensive framework for prevention, early detection, investigation, reporting and closure of frauds
by Payments Banks, including use of Early Warning Signals, Red Flagged Accounts, and the Central Fraud
Registry. The Directions introduce detailed governance requirements (Board-approved fraud risk policy,
Special Committee of the Board, RMCB oversight), strict timelines and modalities for reporting frauds to
RBI and law enforcement agencies, mandatory adherence to principles of natural justice before classifying
persons/entities as ‘fraud’, staff-accountability norms, and five-year funding/credit debarment for
fraud-classified entities and associated persons. These provisions apply to all Payments Banks (and, for
reporting, their group entities not otherwise regulated), and repeal earlier fraud-management
instructions for Payments Banks while preserving actions already taken under the previous regime.

Insights:

* Payments Banks must put in place and implement a Board-approved Fraud Risk Management Policy
(covering prevention, EWS/RFA, investigation, staff accountability, recovery and reporting) with Board
review at least once every three years, effective immediately on July 31, 2026.

 Before classifying any Person/Entity (including group entities and third-party professionals) as fraud, PBs
must issue a detailed Show Cause Notice with at least 21 days to respond and pass a reasoned order, in
line with the Supreme Court’s Rajesh Agarwal judgment and related High Court orders.

¢ PBs must implement or upgrade an integrated Early Warning Signals and Red Flagged Accounts
framework (approved and overseen by the RMCB) with EWS alerts examined within a TAT preferably not
exceeding 30 days and ensure real-time or near real-time monitoring of transactions, especially in
non-KYC and mule accounts.

e All frauds, irrespective of amount, and including payment-system frauds ultimately concluded as fraud
on the bank, must be reported to RBI via online Fraud Monitoring Returns within 14 days from the date of
classification, and PBs must use and update the Central Fraud Registry accordingly.

¢ With effect from these Directions, all earlier fraud-risk-management instructions applicable to Payments
Banks stand repealed as per circular DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026, and PBs
must align policies, procedures and reporting formats to this new 2026 framework while preserving
actions already initiated under old guidelines.

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (Payments Banks - Internal Audit
Function) Directions, 2026

Tags:
Payments Banks, Risk-Based Internal Audit (RBIA), Internal Audit Governance, Head of Internal Audit
(HIA), Outsourcing of Internal Audit Experts

Summary:

The Reserve Bank of India (RBI) has issued the Reserve Bank of India (Payments Banks — Internal Audit
Function) Directions, 2026, mandating a risk-based internal audit (RBIA) framework for Payments Banks to
strengthen internal controls, governance, and risk management. The Directions introduce detailed
requirements on Board and senior management oversight, independent and adequately resourced
internal audit departments, risk assessment methodologies (including risk matrices and annual audit
plans), restrictions on outsourcing the internal audit function, and specific reporting lines and tenure
norms for the Head of Internal Audit. These Directions apply to all Payments Banks, repeal earlier RBI
instructions on internal audit for this category of banks, and make compliance with the new RBIA
framework mandatory with immediate effect.

Insights:
¢ Payments Banks must immediately adopt a Risk-Based Internal Audit (RBIA) framework with a Board-

approved Internal Audit Policy, risk assessment methodology, and Annual Audit Plan (AAP) covering all
activities/locations (Paras 5, 10-12, 18, 24).

¢ Boards must formalise governance for Internal Audit by approving policies on RBIA, minimum staff
tenure in audit, and a specific policy for engaging retired personnel for up to three years with defined
terms, performance review and termination clauses (Paras 5(1)-(4), 8).

¢ Internal Audit Departments must be functionally independent from operations and risk management,
be adequately resourced and skilled (including IT/IS audit, data analytics, forensics), and ensure audit staff
remuneration is not linked to performance of audited business lines (Paras 13-16).

* Payments Banks are prohibited from outsourcing the Internal Audit Function, but may hire external
experts (including ex-staff) under tightly drafted contracts covering scope, reporting, work-paper
access/ownership, and contingency planning for sudden termination (Paras 32-33).

» With effect from July 31, 2026, all earlier internal audit-related directions for Payments Banks stand
repealed as per circular DoS.CO.PPG.66/11.01.005/2026-27; existing actions, approvals and liabilities
under the old framework continue to remain valid (Paras 39-40).

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (Payments Banks — Statutory Audit)
Directions, 2026

Tags:
Payments Banks, Statutory Audit, Statutory Central Auditors (SCA), Auditor Eligibility and Independence,
Long Form Audit Report (LFAR)

Summary:

The Reserve Bank of India (Payments Banks — Statutory Audit) Directions, 2026 lay down a comprehensive
framework for the appointment, eligibility, independence, tenure, fees, and oversight of Statutory Central
Auditors/Statutory Auditors of Payments Banks, including detailed requirements for Long Form Audit
Reports (LFARs). Key changes include mandatory joint audits for Payments Banks with asset size of
X15,000 crore and above, stricter eligibility and independence criteria for audit firms (covering partner
strength, experience, conflict-of-interest, rotation and cooling-off), explicit Board/ACB responsibilities for
auditor selection and performance review, and standardized LFAR scope and formats for central and
branch auditors. These Directions apply to all Payments Banks and their auditors, superseding earlier RBI
instructions on statutory audit for this category of banks.

Insights:

* Payments Banks with asset size > X15,000 crore must implement joint statutory audits by at least two
audit firms immediately, ensuring no common partners or common network as per Rule 6(3) of the
Companies (Audit and Auditors) Rules, 2014.

* All Payments Banks must obtain DoS—RBI’s prior approval for appointment/reappointment of SCAs/SAs
every year and file the proposal (with Form B & Form C and Board/ACB resolution) before July 31 of the
relevant year.

¢ Banks must redesign auditor selection and empanelment processes to comply with the new eligibility
matrix (partners, FCA count, CISA/ISA staff, professional staff, and bank audit experience) and the firm-
wise cap on number of regulated entities audited in a year.

¢ With immediate effect, Payments Banks must enforce auditor independence norms by ensuring a 1-year
cooling-off between any non-audit work and SCA/SA appointment (for the bank and its RBI-regulated
group entities) and excluding concurrent auditors from SCA/SA roles.

¢ The earlier Payments Banks statutory audit instructions issued via circular
DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026 stand repealed; banks must update internal
policies, Board-approved audit policy, and website disclosures to align with these 2026 Directions.

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (Payments Banks - Supervisory
Returns) Directions, 2026

Tags:
Payments Banks, Supervisory Returns, Regulatory Reporting Timelines, Data Governance and IT
Infrastructure, Fraud Monitoring Returns

Summary:

The Reserve Bank of India (RBI) has issued the Reserve Bank of India (Payments Banks — Supervisory
Returns) Directions, 2026, prescribing a unified framework for the submission, governance, and quality of
supervisory returns by payments banks. The Directions mandate board- and senior management-level
oversight of data quality, robust data architecture and IT infrastructure, end-to-end automation and
reconciliation of regulatory data, exclusive online submission of a defined set of periodic and ad-hoc
returns via RBI portals within specified timelines, and clarify timelines and formats for fraud- and
investment-related returns, with penalties for delays or incorrect reporting. These Directions apply to all
payments banks (including their domestic and overseas operations where applicable), repeal earlier
instructions on supervisory returns for payments banks, and provide that any prior actions and approvals
under the old framework will continue to be valid under this new regime.

Insights:

¢ Payments Banks must submit all supervisory returns only through RBI’s online portals (e.g., CIMS) in
prescribed formats; hard-copy or email submissions are valid only when specifically instructed and must
be re-filed online once portals are available (Para 18).

* Boards and Senior Management of Payments Banks must formally integrate data quality risk (including
outsourced data processes) into the bank’s risk management framework and ensure adequate IT/data
staffing for validation and aggregation (Paras 6-9).

* From issuance of these Directions, the earlier supervisory return instructions for Payments Banks stand
repealed as per circular DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026, and banks must align all
reporting to the new return set and timelines (Para 27).

e Payments Banks must adhere to strict filing timelines: monthly returns within 15 days, quarterly/half-
yearly/yearly within 21 days, with specific exceptions such as FMR-SCBs within 14 days and investment
portfolio review by June 15/Dec 15 (Paras 22-23).

¢ Banks must maintain auditable data lineage (sources and aggregation rules), strive for higher
automation in return generation, reconcile returns with internal/accounting records, and promptly
remediate any deterioration in data quality to avoid penalties under the Banking Regulation Act, 1949
(Paras 14-17, 24).

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (Payments Banks — Miscellaneous)

Supervisory Directions, 2026

Tags:
Payments Banks, Fraud Prevention and Vigilance, Protected Disclosure Scheme, Inoperative Accounts and
KYC Updation, Nomination Facility and Customer Protection

Summary:

The Reserve Bank of India (Payments Banks — Miscellaneous) Supervisory Directions, 2026, issued under
Section 35A of the Banking Regulation Act, prescribe governance, control, and vigilance requirements for
Payments Banks, including RBI read-only access to IT systems, reduction of inoperative/KYC-pending
accounts, comprehensive nomination coverage, fraud-prevention controls, a Protected Disclosure
(whistle-blower) Scheme, and an internal vigilance framework headed by a Chief of Internal Vigilance.
They mandate specific measures such as safe custody and dual control of sensitive documents, legal
compliance certification and audit above bank-set cut-off limits, trained forensic investigation units, staff
rotation and mandatory leave for sensitive positions, and structured handling of complaints and
investigations in coordination with law-enforcement. These Directions apply to all Payments Banks,
require Board-level oversight and periodic reporting to RBI via the DAKSH portal, and repeal earlier
instructions on these covered areas while preserving actions already taken under the old framework.

Insights:

¢ Payments Banks must enable seamless KYC updation (including via mobile/internet banking, non-home
branches and V-CIP) for inoperative and KYC-pending accounts, in line with RBI (Payments Banks —
Responsible Business Conduct) Directions, 2025, and report quarterly progress on these to their SSM via
DAKSH.

* Banks are required to obtain and periodically review nomination for all eligible deposit, safe custody and
locker accounts, modify AOFs to allow opt-in/opt-out, sensitise frontline staff on death-claim handling,
and submit quarterly nomination coverage reports to their SSM through DAKSH.

* Banks must institute legal compliance certificates for all transactions above an internal cut-off, conduct
an annual legal compliance & due diligence audit, and submit the audit report and any non-compliance
findings to the Chairman/MD & CEO and the SSM, RBI.

¢ Banks must establish a Board-approved Protected Disclosure Scheme aligned with RBI’s framework in
Chapter VI, including confidentiality safeguards, protection from adverse personnel action for whistle-
blowers, and a defined Board/Board Committee oversight mechanism for such complaints.

» With effect from July 31, 2026, all earlier RBI directions/instructions for Payments Banks covering these
subject areas stand repealed as per circular DoS.CO.PPG.66/11.01.005/2026-27; compliance teams must
map and migrate all relevant internal policies and procedures to this 2026 Directions framework.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13619&Mode=0
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Jul 31, 2026 : Reserve Bank of India (Urban Co-operative Banks -

Compliance Function) Directions, 2026

Tags:
Urban Co-operative Banks (UCBs), Compliance Function, Chief Compliance Officer (CCO), Board Oversight
and Governance, RBI Supervisory Directions

Summary:

The Reserve Bank of India’s (Urban Co-operative Banks — Compliance Function) Directions, 2026 establish
minimum, proportionate standards for the compliance framework and governance of Urban Co-operative
Banks (UCBs), defining compliance risk and mandating a Board-approved compliance policy, annual
compliance risk assessments, and clear oversight by the Board, Audit Committee, and senior
management. The Directions introduce structured requirements for an independent compliance function
headed by a Chief Compliance Officer (for Tier 3 and Tier 4 UCBs), appointment and role of Compliance
Officers (for Tier 1 and Tier 2 UCBs), use of technology-based, enterprise-wide compliance monitoring
tools, and explicit responsibilities for monitoring adherence to RBI and other regulatory instructions.
These Directions apply to all Primary Co-operative Banks (UCBs) as per the 2025 regulatory classification,
repeal earlier compliance-related instructions for UCBs, and make compliance with RBI inspection findings
and timelines a formal obligation routed through the compliance function.

Insights:

¢ UCBs in Tier 3 and Tier 4 (except those under All-Inclusive Directions) must establish a Board-approved
Compliance Policy, risk review framework, and a dedicated Compliance Department headed by a CCO
with minimum 3-year tenure, with immediate effect of the Directions.

¢ Senior Management of applicable UCBs must conduct an annual compliance risk assessment and
present a detailed yearly compliance review to the Board/ACB, covering failures, new RBI guidelines, fair
practices compliance, and audit/inspection rectifications.

¢ Scheduled UCBs and non-scheduled UCBs with deposits > X100 crore must designate a senior officer as
‘Compliance Officer’ (with smaller non-scheduled UCBs allowing the CEO to act as Compliance Officer) to
verify transaction-level regulatory compliance and coordinate timely responses to RBI inspection
observations.

¢ All UCBs must implement a workflow-based, enterprise-wide compliance monitoring tool that supports
issue escalation, approval recording for deviations/delays, and provides a unified compliance dashboard
to senior management, calibrated to the bank’s size and complexity.

» With effect from issuance of these Directions, all earlier RBI directions/instructions/guidelines on the
Compliance Function for UCBs stand repealed as per circular DoS.CO.PPG.66/11.01.005/2026-27 dated
July 31, 2026, and UCBs must align their compliance framework solely with these new Directions while
honoring actions taken under the repealed instructions.

Further details can be found on:
https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13618&Mode=0
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Jul 31, 2026 : Reserve Bank of India (Urban Co-operative Banks —
Concurrent Audit) Directions, 2026

Tags:
Urban Co-operative Banks (UCBs), Concurrent Audit System, Internal Control & Governance, Investments
and Advances Monitoring, RBI Supervisory Directions

Summary:

The Reserve Bank of India (Urban Co-operative Banks — Concurrent Audit) Directions, 2026 establish a
comprehensive framework for the design, scope, coverage, governance, and reporting of concurrent
audits in all Urban Co-operative Banks (UCBs). The Directions mandate Board and Audit Committee
oversight, specify minimum areas and functions to be brought under concurrent audit (including treasury,
investments, advances, deposits, foreign exchange, housekeeping, and customer service), prescribe
norms for auditor appointment/rotation, restrict concurrent auditors from simultaneously undertaking
statutory audits of the same UCB, and require specific certifications and escalations to RBI. These
Directions repeal all earlier RBI instructions on concurrent audit for UCBs, while preserving actions and
approvals already taken under the superseded guidelines.

Insights:

¢ UCBs must immediately implement a contemporaneous concurrent audit framework covering HO
treasury functions (investments, funds management, inter-bank borrowings, forex, credit cards, stock
invest, bill rediscount) and all branches handling such activities.

* Boards and ACBs of UCBs are now required to conduct at least an annual review of the effectiveness of
the concurrent audit system and document action taken on concurrent audit findings and compliance.

¢ UCBs must ensure concurrent auditors certify every quarter that investment holdings reported to RBI on
the last reporting Friday are actually held (physical/custodian statements) and submit this certificate to
the concerned SSM within 30 days, with specific verification of compliance to the 2025 UCB Investment
Portfolio Master Directions.

¢ UCBs must restructure concurrent audit appointments so that any CA/audit firm engaged for concurrent
audit of a UCB does not undertake statutory audit of the same UCB in the same period, and must
relinquish concurrent assignments before accepting statutory audit.

* With effect from issuance of these Directions, all earlier RBI directions/instructions/guidelines on
concurrent audit of UCBs (as listed in circular DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026)
stand repealed, and UCBs must align policies, manuals, and procedures solely to these 2026 Directions
while preserving actions already taken under the old regime.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13617&Mode=0
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Jul 31, 2026 : Reserve Bank of India (Urban Co-operative Banks —

Cybersecurity, Technology: Risk, Resilience and Assurance Framework)
Directions, 2026

Tags:
Urban Co-operative Banks (UCBs), Cybersecurity Framework, Technology Risk and Resilience, Outsourcing
and Vendor Risk Management, Cyber Incident Reporting and CSOC

Summary:

The Reserve Bank of India’s (Urban Co-operative Banks — Cybersecurity, Technology: Risk, Resilience and
Assurance Framework) Directions, 2026 establish a mandatory, risk-based cyber and technology
framework for all UCBs, categorised into four levels based on their digital depth and connectivity to
payment systems. The Directions introduce graded baseline requirements on governance
(Board/committees, CISO, IT strategy), network and application security, incident response and reporting
(including six-hour cyber incident reporting on DAKSH), vendor/ASP controls, CSOC implementation for
higher-level UCBs, and repeal earlier cyber security guidelines for UCBs. These provisions apply to all
primary (urban) co-operative banks and, through contractual obligations, to their technology service
providers, outsourced vendors, ATM/CBS/switch ASPs, and other third parties handling UCB IT and
payment system operations.

Insights:

¢ All UCBs must immediately adopt and implement a Board-approved standalone Cybersecurity Policy
(distinct from IT/IS policy) covering controls in Chapter I, with inherent cyber risks rated at least as
low/medium/high/very high (111-12).

® Each UCB must self-assess and categorise itself into Level I-1V based on digital depth and
CPS/ATM/SWIFT usage (14, 110), and then comply with the corresponding additional chapter-wise
controls (Ch. 1I-VI) without delay.

e Level IV UCBs must establish a Cyber Security Operations Centre (CSOC) with 24x7 monitoring, SIEM-
based log correlation and defined incident response responsibilities (159-165), and designate a senior
CISO reporting to the risk head/MD&CEO (1175).

¢ UCBs outsourcing to ATM Switch ASPs must hardwire the detailed cybersecurity obligations in 983—-85
into SLAs (including VA/PT, CSOC, PCI-DSS/PCI-SSF compliance, patching, incident notification), and
actively monitor ASP compliance.

¢ With issuance of these Directions, the earlier ‘Cyber Security Framework for UCBs’ circular
DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026 stands repealed (1180); however, past actions,
approvals and ongoing proceedings under the old framework continue to remain valid (181).

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13616&Mode=0
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Jul 31, 2026 : Reserve Bank of India (Urban Co-operative Banks — Digital

Payment Security Controls) Directions, 2026

Tags:
Urban Co-operative Banks (UCBs), Digital Payment Security Controls, Cybersecurity and Fraud Risk
Management, Authentication and Application Security, Card and Mobile/Internet Banking Regulations

Summary:

The Reserve Bank of India’s (Urban Co-operative Banks — Digital Payment Security Controls) Directions,
2026 prescribe a comprehensive, board-driven security framework for all digital payment products and
services offered by Urban Co-operative Banks, covering governance, risk assessment, application lifecycle
security, strong customer authentication, fraud monitoring, reconciliation, and customer protection. The
Directions introduce specific control requirements for internet and mobile banking (including device
binding, app hardening, secure sessions, and anomaly handling) and, for larger and more digitally
advanced UCBs issuing cards, mandate adherence to PCl standards, hardened ATM/POS infrastructure,
HSM controls, and enhanced transaction monitoring. These Directions apply to all UCBs (as Primary
Co-operative Banks under the Banking Regulation Act) and their digital payment ecosystems, superseding
earlier digital payment security instructions while preserving actions and approvals already taken under
the repealed guidelines.

Insights:

¢ UCBs must immediately adopt a Board-approved Digital Payment Products & Services Policy (covering
FSP, risk assessment, UAT, external assessments) and review it at least annually, assigning clear Board and
Senior Management accountability (paras 7-13, 8-12).

* UCBs are required to implement multi-factor authentication (with at least one dynamic/non-replicable
factor) for all electronic payment transactions and fund transfers, including ATM/micro-ATM/BC cash
withdrawals, and set limits on failed login/attempts with secure reactivation processes (paras 41, 46, 50—
51).

¢ All UCBs must conduct VA at least half-yearly and PT at least annually for digital payment applications
(including after major changes), ensure source code review/certification, and time-bound remediation of
identified vulnerabilities with tracked closure (paras 32-35).

e UCBs must put in place a real-time/near-real-time (within 24 hours of settlement file receipt)
reconciliation framework with all payment intermediaries and participants for digital transactions, with
monitoring of its effectiveness (para 57).

e Existing RBI digital payment security directions for UCBs stand repealed via circular
DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026; however, UCBs must continue to follow the ODR
framework under circular RBI/2020-21/21 DPSS.CO.PD No0.116/02.12.004/2020-21 for dispute resolution
in digital payments (paras 60, 70-71).

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13615&Mode=0
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Jul 31, 2026 : Reserve Bank of India (Urban Co-operative Banks — Fraud
Risk Management) Directions, 2026

Tags:
Urban Co-operative Banks (UCBs), Fraud Risk Management, Early Warning Signals (EWS), Reporting to RBI
and Law Enforcement Agencies, Staff Accountability and Penal Measures

Summary:

The Reserve Bank of India (Urban Co-operative Banks — Fraud Risk Management) Directions, 2026
establish a comprehensive framework for prevention, early detection, investigation, and reporting of
frauds by Urban Co-operative Banks (UCBs), including mandatory governance structures, board-approved
fraud risk management policies, and early warning signal systems (for Tier 3 & 4 UCBs). The Directions
introduce time-bound procedures anchored in principles of natural justice before classifying borrowers
and related persons/entities as fraud, mandatory reporting to law enforcement agencies and RBI through
standardised Fraud Monitoring Returns, penal funding restrictions on fraud-classified persons/entities,
periodic legal audit of large-value loan securities, and specific rules on cheque-related frauds and physical
security incidents. These requirements apply to all Primary (Urban) Co-operative Banks and affect their
boards, senior management, staff, borrowers, group entities, third-party service providers, auditors, and
Asset Reconstruction Companies dealing with fraud-classified assets.

Insights:

¢ UCBs must immediately adopt a Board-approved Fraud Risk Management Policy covering prevention,
early detection, investigation, staff accountability, recovery, and reporting, and review it at least once
every three years (para 5, 7).

« Before classifying any borrower/third party as ‘fraud’, UCBs must issue a detailed show-cause notice,
allow minimum 21 days for response, examine submissions, and pass a reasoned order in line with the
Rajesh Agarwal Supreme Court ruling (para 6).

¢ All UCBs must report every fraud case to RBI via the online Fraud Monitoring Return within 14 days of
‘date of classification’ and fix staff accountability for any delay in identification or reporting (paras 1-3,
41-42).

e Tier 3 & 4 UCBs must establish and continuously upgrade an EWS framework integrated with
CBS/operational systems to monitor both loan accounts and other banking/non-credit transactions, with
Board-level committee oversight (paras 12-22).

¢ With effect from July 31, 2026, all earlier UCB fraud risk management directions are repealed as per
circular DoS.CO.PPG.66/11.01.005/2026-27; actions already initiated under old instructions continue but
future compliance must align with these 2026 Directions (paras 56-57).

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13614&Mode=0
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Jul 31, 2026 : Reserve Bank of India (Urban Co-operative Banks - Internal
Audit Function) Directions, 2026

Tags:
Urban Co-operative Banks (UCBs), Internal Audit Function, Risk-Based Internal Audit (RBIA), Board and
Senior Management Oversight, Inspection and Compliance Monitoring

Summary:

The Reserve Bank of India (RBI) has issued the Reserve Bank of India (Urban Co-operative Banks — Internal
Audit Function) Directions, 2026, mandating a harmonised, risk-based internal audit (RBIA) and inspection
framework for all Urban Co-operative Banks (UCBs). UCBs with asset size of 500 crore and above (except
Salary Earners UCBs, Unit UCBs and UCBs under All Inclusive Directions) must implement a Board-
approved RBIA policy, ensure independence and appropriate reporting lines for the Head of Internal
Audit, conduct annual risk assessments, and strengthen audit planning, compliance monitoring, and non-
outsourcing of the internal audit function, while smaller UCBs and the exempt categories must follow
specified inspection and internal audit system requirements. These Directions repeal earlier RBI
instructions on UCB internal audit, but actions and approvals under the previous framework remain valid
and are grandfathered under the new regime.

Insights:
* UCBs with asset size > X500 crore (excluding Salary Earners UCBs, Unit UCBs and UCBs under All
Inclusive Directions) must immediately implement a Board-approved Risk-Based Internal Audit (RBIA)

framework covering policy, risk assessment, audit planning and compliance monitoring in line with
Chapter II-IV.

¢ All UCBs must ensure every branch is subjected to at least one surprise-character internal audit within
every 12-month period, supplemented by additional surprise short inspections for larger branches as per
paras 46—48.

e UCBs must restructure internal reporting so that the Head of Internal Audit reports directly to the
Board/ACB/MD&CEOQ/WTD, has no reporting to business verticals, and is generally appointed for a
minimum tenure of three years as per paras 40—43.

* UCBs are prohibited from outsourcing the Internal Audit function; they may only hire external experts
on contract where in-house expertise is unavailable, ensuring ownership of audit reports remains with
internal audit staff and conflicts of interest are mitigated (para 39).

¢ With effect from July 31, 2026, all earlier RBI directions/instructions/guidelines on Internal Audit for
UCBs stand repealed as per para 60, and UCBs must align their internal audit and inspection systems
exclusively to these 2026 Directions while treating earlier approvals as deemed under the new
framework.

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (Urban Co-operative Banks - Statutory
Audit) Directions, 2026

Tags:
Urban Co-operative Banks (UCBs), Statutory Audit, Auditor Eligibility and Independence, Joint Audit and
Rotation, RBI Supervisory Oversight

Summary:

The Reserve Bank of India (Urban Co-operative Banks — Statutory Audit) Directions, 2026 prescribe a
uniform framework for appointment, tenure, independence, and oversight of Statutory Central
Auditors/Statutory Auditors of Urban Co-operative Banks (UCBs), issued under Section 30(1A) of the
Banking Regulation Act, 1949. Key requirements include mandatory joint audits for UCBs with assets of
%15,000 crore and above, detailed eligibility norms for audit firms (partners, experience, staff, CISA/ISA
capability), mandatory three-year audit tenure with a six-year cooling period, caps on the number of
audits per firm, strict independence and conflict-of-interest safeguards, and prior RBI approval for annual
appointment/reappointment. The Directions apply to all Primary (Urban) Co-operative Banks and impact
their Boards/ACBs and eligible audit firms, while repealing all earlier RBI instructions on statutory audit of
UCBs.

Insights:

® From FY 2026-27 onwards, UCBs with asset size > 15,000 crore must conduct statutory audit under
joint audit by at least two audit firms with no common partners or network linkage, and finalize work
allocation before audit commencement (para 11).

¢ Every UCB must frame and host on its website a Board-approved policy for appointment of SCAs/SAs,
covering transparency, independence checks, number of auditors, and procedure, before making
appointments under these Directions (para 6, 7, 10).

¢ UCBs must obtain prior approval of RBI’s Department of Supervision for appointment/reappointment of
SCAs/SAs every year by applying before 31 July, enclosing Board/ACB resolution and Forms B & C as per
Annex | & Il (para 29).

¢ UCBs must ensure appointed audit firms meet asset-size-wise eligibility (minimum partners, FCAs,
CISA/ISA, experience, staff, exclusive association) and maintain compliance through the audit cycle, with
prompt reporting if eligibility is breached (paras 14-16).

¢ With effect from issuance of these Directions dated July 31, 2026, all earlier statutory audit instructions
for UCBs stand repealed as per circular DoS.CO.PPG.66/11.01.005/2026-27, though past actions under
repealed guidelines remain valid (paras 30-31).

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13612&Mode=0
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Jul 31, 2026 : Reserve Bank of India (Urban Co-operative Banks -

Supervisory Returns) Directions, 2026

Tags:
Urban Co-operative Banks (UCBs), Supervisory Returns, Data Governance and Reporting, Centralised
Information Management System (CIMS), Regulatory Compliance and Timelines

Summary:

The Reserve Bank of India (Urban Co-operative Banks — Supervisory Returns) Directions, 2026 standardise
and consolidate the framework for submission of supervisory returns by Urban Co-operative Banks
(UCBs), including detailed governance, data quality, IT infrastructure, and reporting requirements. The
Directions mandate exclusive online filing through RBI portals, prescribe a comprehensive list of periodic
and ad-hoc returns with specific reference dates and timelines (including exceptions), and emphasise
board-level oversight, documentation, automation, and reconciliation of data, with penalties for
inaccurate or delayed reporting. These Directions apply to all UCBs (with certain returns only for
scheduled UCBs or those above specified asset thresholds) and repeal earlier instructions on supervisory
returns while preserving past actions and approvals.

Insights:

¢ UCBs must immediately migrate all supervisory return submissions to RBI’s online portals/CIMS; hard
copy or email submissions will not be treated as valid unless specifically instructed as a contingency.

* Boards of UCBs must formally integrate data-quality risk (including outsourced data processes) into the
overall risk management framework and document validation of risk data aggregation and reporting by
IT/data specialists.

* UCBs must comply with revised timelines: e.g., Form B within 5 days of each fortnight-end, Form | within
20 days of month-end, Form IX within 30 days of month-end, and FMR-UCB within 14 days of fraud
classification plus immediate FUA updates.

* RBI’s earlier supervisory return directions for UCBs (as referenced in circular
DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026) stand repealed; banks must realign internal
compliance manuals and reporting calendars to these new Directions.

¢ All audited supervisory returns, wherever applicable, must be filed within 5 working days from the date
of signing of the auditor’s report, failing which RBI may initiate action including penalties under the
Banking Regulation Act, 1949.

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (Urban Co-operative Banks -

Miscellaneous) Supervisory Directions, 2026

Tags:
Urban Co-operative Banks (UCBs), Prompt Corrective Action (PCA) Framework, Core Banking Solution
(CBS) implementation, Fraud Prevention and Vigilance, Fair Practices Code — Interest and Nomination

Summary:

The Reserve Bank of India (Urban Co-operative Banks — Miscellaneous) Supervisory Directions, 2026
consolidate and update supervisory requirements for Urban Co-operative Banks (UCBs), covering core
banking solution (CBS) implementation, a Prompt Corrective Action (PCA) framework, fair practices in
charging interest, nomination coverage, fraud prevention, and vigilance. Key changes include mandatory
CBS rollout in all branches, a revised PCA regime for Tier 2—4 UCBs based on CRAR, NNPA and profitability
with graded supervisory actions, explicit identification and prohibition of unfair interest-charging
practices, compulsory and periodically reviewed nomination coverage, and detailed controls for fraud and
vigilance (e.g., staff rotation, internal controls, inspections and reporting of frauds). These Directions
apply to all UCBs (with PCA provisions applicable to Tier 2—4 UCBs not under All Inclusive Directions) and
repeal earlier instructions on the covered areas, while preserving actions and approvals already taken
under the superseded norms.

Insights:
* UCBs (all tiers) must implement Core Banking Solution across all branches and keep the RBI Senior

Supervisory Manager updated on CBS rollout status, using IDRBT’s ‘Core Banking Solution Requirements
for UCBs’ as the reference standard.

e Tier 2—-4 UCBs (except those under All Inclusive Directions) are immediately subject to the new PCA
Framework based on CRAR, NNPA and profitability, aligned to the 12% CRAR glide path required by March
31, 2026.

* UCBs must review and rectify interest charging practices (e.g., charging from sanction date, EMI on
sanctioned vs disbursed amount, month-full interest) and update systems so that interest is levied only on
actually disbursed and outstanding amounts with updated amortisation schedules shared with borrowers.

* UCBs must obtain nomination for all eligible deposit, locker and safe-custody relationships as per the
2025 ‘UCBs — Responsible Business Conduct’ Directions, periodically review coverage at Board/CSC level,
and report nomination coverage quarterly via DAKSH to the SSM.

¢ All earlier directions, instructions and guidelines on matters covered in these 2026 ‘UCBs —
Miscellaneous Supervisory Directions’ stand repealed per circular DoS.CO.PPG.66/11.01.005/2026-27
(July 31, 2026), and UCBs must migrate their internal policies and procedures to align solely with these
new Directions while preserving actions already taken under the old regime.

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (Local Area Banks - Compliance

Function) Directions, 2026

Tags:
Local Area Banks, Compliance Function, Chief Compliance Officer (CCO), Governance and Oversight, Risk-
Based Supervision (RBS)

Summary:

The Reserve Bank of India’s (Local Area Banks — Compliance Function) Directions, 2026 prescribe a
comprehensive governance and organisational framework for the compliance function in Local Area
Banks, including Board and senior management oversight, a Board-approved compliance policy, and clear
separation from internal audit. The Directions mandate establishment of an independent, adequately
staffed compliance department headed by a Chief Compliance Officer (CCO) with defined eligibility, fixed
tenure, direct access to the MD & CEO/Board/ACB, risk-based compliance programmes, use of technology
tools for enterprise-wide monitoring, and annual/periodic reporting and quality assurance. All Local Area
Banks and their group-wide operations (where applicable) are impacted, and previous compliance-related
directions for LABs stand repealed, with past actions and approvals saved under the new framework.

Insights:

¢ Local Area Banks must immediately establish or update a Board-approved Compliance Policy covering
structure, CCO role, group-wide compliance risk processes, and annual Board review (para 7, 15-17).

* LABs must set up an independent Compliance Department at Head Office headed by a Chief Compliance
Officer, ensure separation from Internal Audit, and designate compliance officials in all
departments/branches/SBUs (para 21, 23-25, 10).

¢ Banks must appoint a CCO through a ‘fit and proper’ process (age/experience/independence criteria)
with a minimum fixed tenure of 3 years and provide prior intimation to RBI SSM before appointment,
transfer, or removal (para 56-63, 70).

¢ Banks must implement a risk-based annual compliance programme and an annual compliance risk
assessment and review, with quarterly and annual compliance reports placed before the Board/ACB and
monthly risk positions to senior management/MD&CEO (para 14, 31, 39, 47-49).

¢ With these Directions, all earlier compliance-function guidelines for Local Area Banks stand repealed as
per circular DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026, though past actions and approvals
continue under the saving provisions (para 76—77).

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (Local Area Banks — Concurrent Audit)
Directions, 2026

Tags:
Local Area Banks, Concurrent Audit, Internal Controls and Governance, Audit Committee of the Board
(ACB), RBI Compliance and Reporting

Summary:

The Reserve Bank of India’s (Local Area Banks — Concurrent Audit) Directions, 2026 lay down a
comprehensive framework for concurrent audit in Local Area Banks, covering governance, scope,
appointment, tenure, remuneration and reporting of concurrent auditors. The Directions mandate
Board/Audit Committee oversight, minimum coverage of key risk areas (such as cash, loans, KYC/AML,
treasury, centralized processing centres), limits on auditor tenure and age, accountability and reporting
requirements (including fraud escalation), and repeal all earlier concurrent audit instructions for Local
Area Banks while preserving past actions under them. These provisions apply to all Local Area Banks, their
Boards/Audit Committees, internal audit departments, external audit firms, and retired/serving staff
engaged as concurrent auditors.

Insights:

¢ Local Area Banks must immediately adopt RBI (Local Area Banks — Concurrent Audit) Directions, 2026 for
all concurrent audits, as these Directions come into effect upon issuance and supersede earlier LAB-
specific concurrent audit instructions.

¢ Audit Committees of the Board must approve a detailed scope for concurrent audit (including risk-
sensitive areas and CPCs) and formally decide maximum tenure and remuneration framework for external
concurrent auditors.

¢ Banks must ensure concurrent audit mandatorily covers specified areas such as cash, loans and
advances, KYC/AML (including FATCA/CRS, CTR/STR), treasury, cards, FX, and mis-selling, with random
transaction testing based on unit risk.

* Where external firms are engaged, banks must enforce tenure caps (max 5 years with bank; max 3 years
per branch/unit), independence safeguards (e.g., no firm whose partner is a bank director), and an
accountability process including reporting serious lapses to ACB, RBI and ICAL.

» With effect from this circular, all existing concurrent audit directions for LABs stand repealed as per
DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026, and banks must transition legacy approvals and
ongoing actions to be governed under these new Directions.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13608&Mode=0

www.fintellix.com
©2026 Fintellix India Private Ltd. All rights reserved


https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?Id=13608&Mode=0

ICRA

FINTELLIX

Insights that empower

Jul 31, 2026 : Reserve Bank of India (Local Area Banks — Fraud Risk
Management) Directions, 2026

Tags:
Local Area Banks (LABs), Fraud Risk Management, Early Warning Signals (EWS) & Red Flagged Accounts
(RFA), Reporting to RBI & Law Enforcement Agencies, Central Fraud Registry (CFR) & Staff Accountability

Summary:

The Reserve Bank of India’s (Local Area Banks — Fraud Risk Management) Directions, 2026 establish a
comprehensive framework for prevention, early detection, investigation, reporting and closure of frauds
in Local Area Banks (LABs), including mandatory Early Warning Signals (EWS), red-flagging of accounts,
and use of the Central Fraud Registry. Key requirements include a Board-approved fraud risk policy,
constitution of a Special Committee of the Board for fraud monitoring, time-bound processes for red-
flagging and fraud classification (with adherence to principles of natural justice), mandatory reporting to
law enforcement agencies and RBI via FMR/CRILC/CPFIR, periodic legal audit of large loan title
documents, and specific treatment of fraud accounts under resolution or when sold to ARCs. These
Directions repeal earlier LAB fraud-related instructions and impose new governance, reporting, and penal
obligations on LAB Boards, senior management, staff, third-party service providers, auditors, and
associated borrowers/promoters.

Insights:

e Local Area Banks (LABs) must immediately implement a Board-approved Fraud Risk Management Policy
(covering EWS/RFA, investigation, staff accountability, recovery, reporting) and review it at least once
every three years as per paras 5and 7.

« Before classifying any person/entity or account as ‘fraud’, LABs must follow principles of natural justice,
including a detailed show-cause notice with minimum 21 days to respond and a reasoned speaking order,
in line with para 6 and cited Supreme Court/High Court judgments.

¢ LABs must integrate and upgrade an EWS/RFA system with CBS/operational systems, set up a Data
Analytics & Market Intelligence unit, and report all red-flagged credit exposures of X3 crore and above on
CRILC within seven days of red-flagging (paras 17-22, 29).

e All frauds, regardless of amount, must be reported to RBI via online FMRs within 14 days from the date
of classification as fraud; cheque-related frauds follow paying/presenting bank responsibilities in paras
57-58, and prior monthly fraud certificates/flash reports stand discontinued (para 48).

¢ With effect from issue of these Directions, all earlier RBI fraud risk instructions for LABs stand repealed
as per para 65 (ref: DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026), though actions/approvals
already taken under the old guidelines remain valid and continue under the saving clause in para 66.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13607&Mode=0
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Jul 31, 2026 : Reserve Bank of India (Local Area Banks - Internal Audit
Function) Directions, 2026

Tags:
Local Area Banks, Risk Based Internal Audit (RBIA), Internal Audit Governance, Head of Internal Audit
(HIA), Outsourcing of Internal Audit Experts

Summary:

The Reserve Bank of India’s ‘Local Area Banks — Internal Audit Function’ Directions, 2026 mandate Local
Area Banks to implement a risk-based internal audit (RBIA) framework focused on assessing risk
management systems, internal controls, and MIS/data integrity, with Board-approved policies, risk
methodologies, and annual audit plans. The Directions introduce detailed requirements on risk
assessment matrices, audit scope and frequency, functional independence and resourcing of the Internal
Audit Department, governance and reporting lines for the Head of Internal Audit, restrictions and
safeguards on outsourcing expert support, and periodic performance evaluation of RBIA. All prior RBI
instructions on internal audit for Local Area Banks are repealed, and actions or approvals under the old
framework are grandfathered under these new Directions.

Insights:
e Local Area Banks must immediately adopt a Risk-Based Internal Audit (RBIA) framework with a Board-

approved policy, risk assessment methodology, and Annual Audit Plan covering all activities/locations,
including IT and risk management functions.

* Boards must prescribe minimum tenures for Internal Audit staff (and preferably at least a 3-year stint
for the Head of Internal Audit) and ensure Internal Audit remuneration is delinked from audited business
line performance to safeguard independence.

* Banks are prohibited from outsourcing the Internal Audit function; they may only hire external
experts/retired staff for up to three years in areas lacking in-house expertise, under written contracts that
preserve bank ownership of all work papers and reports.

e Internal Audit must prepare and use a documented risk matrix (inherent vs control risk) and risk audit
matrix (magnitude vs frequency) to set audit frequency and depth, including 100% transaction testing for
‘Extremely High Risk’ areas and promptly update risk assessment at least annually.

e All previous internal audit instructions for Local Area Banks stand repealed as per circular
DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026, and LABs must realign existing internal audit
processes and approvals to these 2026 Directions without relying on older circulars.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13606&Mode=0

www.fintellix.com
©2026 Fintellix India Private Ltd. All rights reserved


https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?Id=13606&Mode=0

ICRA

FINTELLIX

Insights that empower

Jul 31, 2026 : Reserve Bank of India (Local Area Banks — Statutory Audit)
Directions, 2026

Tags:
Local Area Banks, Statutory Audit, Statutory Central Auditors, Auditor Eligibility and Independence, Long
Form Audit Report (LFAR)

Summary:

The Reserve Bank of India (Local Area Banks — Statutory Audit) Directions, 2026 lay down a
comprehensive framework for appointment, tenure, independence, and oversight of statutory
central/branch auditors of Local Area Banks, along with detailed requirements for Long Form Audit
Reports (LFARs). Key provisions include mandatory joint audits for banks with assets of 15,000 crore and
above, quantitative eligibility norms for audit firms (partners, experience, staff, CISA/ISA), caps and
rotation rules on audit mandates across RBI-regulated entities, restrictions on non-audit services and
network firms to safeguard independence, and expanded LFAR coverage of credit, market, operational, IT
and governance risks. These Directions apply specifically to Local Area Banks and their Boards/Audit
Committees, statutory central/branch auditors, and associated audit networks, while superseding earlier
LAB-specific statutory audit instructions.

Insights:

¢ With immediate effect, Local Area Banks (LABs) must obtain DoS (Central Office) prior approval annually
for appointment/reappointment of SCAs/SAs and apply before July 31 of the relevant year (para 29(1)).

¢ LABs with asset size of 15,000 crore and above must mandatorily implement joint audit by at least two
audit firms without common partners or common network, and allocate work among them before audit
commencement (paras 11-12).

* From the next audit cycle, LABs must host a Board-approved policy on their website for SCA/SA
appointment, including independence checks, eligibility verification (Annex | & 1), and annual
performance review by the Board/ACB (paras 6—10, 29(4)-(6)).

e Existing LAB audit instructions stand repealed vide DoS.CO.PPG.66/11.01.005/2026-27 dated July 31,
2026, and all future statutory audits must comply with these 2026 Directions while actions under old
instructions remain valid (paras 79-80).

¢ LABs must ensure SCAs/SAs are appointed for a fixed continuous 3-year tenure (with RBI approval
required for premature removal) and enforce a 6-year cooling period for the same firm before any
reappointment (paras 23-24).

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13605&Mode=0
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Jul 31, 2026 : Reserve Bank of India (Local Area Banks - Supervisory
Returns) Directions, 2026

Tags:
Local Area Banks (LABs), Supervisory Returns, RBI Reporting Requirements, Data Governance and Quality,
Compliance Timelines and Penalties

Summary:

The Reserve Bank of India (RBI) has issued the Reserve Bank of India (Local Area Banks — Supervisory
Returns) Directions, 2026, which consolidate and govern the submission of supervisory and regulatory
returns by Local Area Banks (LABs) through designated online portals. The Directions prescribe bank
Board- and senior management-level responsibilities for data governance, specify data architecture and IT
infrastructure standards, define the complete list of applicable returns with their periodicity and timelines
(including special timelines for fraud- and red-flag-related returns), and mandate accurate, automated,
and timely reporting with penalties for non-compliance. These Directions repeal earlier instructions on
supervisory returns for LABs while preserving past actions and clarify that other applicable
regulatory/statutory return requirements remain unchanged.

Insights:

e Local Area Banks must submit all specified supervisory returns only through RBI’s online portals (e.g.,
CIMS); hard copy or email submissions are invalid unless RBI explicitly prescribes them as a contingency
mode.

* Boards of Local Area Banks must formally integrate data quality risk (accuracy, completeness,
confidentiality, IT/outsourcing risks) into the overall risk management framework and ensure adequate IT
and data validation resources.

¢ LABs must adhere to strict return timelines: weekly (by following Wednesday), monthly (within 15 days),
quarterly/half-yearly/yearly (within 21 days), with specific exceptions such as RFA within 7 days and FMR
within 14 days of fraud classification.

* Banks must maintain detailed documentation of data sources and aggregation rules, progressively
automate return generation, and implement monitoring/escalation mechanisms to promptly address any
deterioration in data quality.

» With effect from July 31, 2026, all earlier supervisory return instructions for Local Area Banks (including
those under circular DoS.CO.PPG.66/11.01.005/2026-27) stand repealed and LABs must fully align with
these 2026 Directions for all future filings and actions.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13604&Mode=0
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Jul 31, 2026 : Reserve Bank of India (Local Area Banks — Miscellaneous)
Supervisory Directions, 2026

Tags:
Fair Practices Code — Interest Charging, Inoperative Accounts and KYC Updation, Fraud and Vigilance
Framework, Cybersecurity for Third-party ATM Switch Providers

Summary:

The Reserve Bank of India’s (Local Area Banks — Miscellaneous) Supervisory Directions, 2026 consolidate
and update requirements for Local Area Banks on fair lending practices in interest charging, management
of inoperative/KYC-pending accounts, fraud prevention, protected disclosure (whistle-blower)
mechanisms, internal vigilance structure, network (IPv6) readiness, and cybersecurity for ATM switch
ecosystems managed by third-party service providers. The Directions mandate specific controls such as
transparent interest computation and EMI practices, campaigns and Board-level monitoring for
activation/KYC updation of dormant accounts, stricter procedures for title deed verification and custody
of security items, a Board-approved Protected Disclosure Policy and internal vigilance framework
(including a Chief of Internal Vigilance, staff rotation, and complaint handling), mandatory IPv6
enablement for public-facing infrastructure, and detailed cyber and information security controls (VA/PT,
patching, IAM, CSOC, PCl compliance, incident response) to be enforced on ATM Switch Application
Service Providers.

Insights:

e Local Area Banks must immediately review and, where needed, reconfigure loan systems so that
interest/EMlIs are charged only from actual disbursal dates and on disbursed amounts, with updated
amortisation schedules communicated to borrowers as per Chapter II.

¢ LABs must implement streamlined KYC periodic updation (including via mobile/Internet banking, non-
home branches and V-CIP) and quarterly report progress on reducing inoperative/KYC-pending accounts
to the SSM through DAKSH, aligning with RBI (LABs — Responsible Business Conduct) Directions, 2025.

e Each LAB must designate a Chief of Internal Vigilance with a 3—-6 year tenure, establish a Board-
approved internal vigilance machinery and protected disclosure policy, and ensure staff
rotation/mandatory leave for sensitive positions as cross-referenced with RBI (LABs — Miscellaneous)
Directions, 2025.

e Where ATM switch services are outsourced, LABs must contractually ensure ASPs comply with the
detailed cybersecurity controls in Chapter VIl (e.g., VA/PT, CSOC, PCI-DSS/PCI-SSF, patch/change
management, incident reporting to the bank/RBI) and share all relevant RBI cyber circulars/advisories
with them.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13603&Mode=0
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Jul 31, 2026 : Reserve Bank of India (Rural Co-operative Banks — Fraud Risk
Management) Directions, 2026

Tags:
Rural Cooperative Banks (RCBs), Fraud Risk Management, Early Warning Signals (EWS), Reporting to
NABARD and Law Enforcement Agencies, Governance and Staff Accountability

Summary:

The Reserve Bank of India (RBI) has issued the Reserve Bank of India (Rural Co-operative Banks — Fraud
Risk Management) Directions, 2026, establishing a comprehensive framework for prevention, early
detection, investigation, and reporting of frauds by State Co-operative Banks and Central Co-operative
Banks (RCBs). The Directions mandate a Board-approved fraud risk management policy, constitution of a
Special Committee of the Board (or Committee of Executives for smaller RCBs), early warning signal
systems for larger RCBs, adherence to principles of natural justice before fraud classification, compulsory
reporting of frauds to law enforcement agencies and NABARD, legal audit of large loan titles, and specific
treatment of fraud accounts under resolution or when sold to ARCs. These Directions repeal earlier fraud-
related instructions for RCBs, while preserving actions already taken under the old framework, and place
explicit obligations on RCB boards, senior management, staff, auditors, and third-party service providers
involved in credit and other banking operations.

Insights:

¢ All Rural Co-operative Banks (RCBs) must immediately adopt a Board-approved Fraud Risk Management
policy covering prevention, early detection, investigation, staff accountability, recovery, and reporting,
and review it at least once every three years (para 5, 7).

¢ RCBs with deposits above 1000 crore must establish and continuously upgrade an Early Warning
Signals (EWS) framework integrated with CBS/operational systems to monitor both credit and non-credit
transactions and trigger timely investigations (paras 12, 16-21).

¢ Every RCB must constitute a Special Committee of the Board for Monitoring and Follow-up of cases of
Frauds (or a Committee of Executives for banks with deposits below 1000 crore) to oversee fraud risk
management and review significant fraud cases as per Board-set thresholds (para 8).

» Before classifying any account/person/entity as ‘fraud’, RCBs must follow principles of natural justice by
issuing a detailed show-cause notice with at least 21 days for response and passing a reasoned order,
including in multiple/consortium lending situations (paras 6, 26—27).

¢ With immediate effect, earlier fraud-risk instructions for RCBs communicated vide circular
DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026 stand repealed, and all fraud reporting must now
be done to LEAs and NABARD strictly as per these new Directions (paras 38—40, 48-49).

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13602&Mode=0
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Jul 31, 2026 : Reserve Bank of India (Rural Co-operative Banks - Statutory
Audit) Directions, 2026

Tags:

Rural Co-operative Banks, Statutory Audit, Auditor Eligibility and Independence, Audit Governance

Summary:

The Reserve Bank of India (RBI) has issued the Reserve Bank of India (Rural Co-operative Banks — Statutory
Audit) Directions, 2026, establishing a comprehensive framework for the appointment, reappointment,
rotation and removal of statutory auditors (SAs) of State Co-operative Banks (StCBs) and Central
Co-operative Banks (CCBs). The Directions prescribe detailed eligibility criteria for audit firms, norms for
selection of branches (including minimum coverage of advances and compulsory inclusion of top
branches), limits on the number of banks an audit firm can audit, independence requirements (including
cooling-off periods and restrictions on non-audit services), and a mandatory RBI prior-approval and
NABARD-panel-based appointment process. These Directions repeal all earlier RBI instructions on
statutory audit of Rural Co-operative Banks, and are binding on StCBs, CCBs, their Boards/Audit
Committees, and audit firms seeking or holding statutory audit mandates for these banks.

Insights:

e From FY 2026-27 onwards, StCBs/CCBs must obtain RBI’s prior approval annually for appointment,
re-appointment or removal of Statutory Auditors under Section 30(1A) BR Act, ensuring Board/ACB
approval and filing with the appropriate RBI office by July 31 each year.

¢ Banks must frame, approve, and publicly host a Board-approved policy on SA appointment, including
procedures for selection/re-appointment/removal and criteria for monitoring auditor independence and
conflicts, with performance of SAs reviewed at least annually by the Board/ACB and serious lapses
reported to NABARD within two months of audit completion.

¢ While selecting audit branches, StCBs/CCBs must ensure statutory audit covers at least 70% of total
advances, compulsorily include top 20 branches (or top 20% where branches <100) by advances, add
branches with 250% loan growth or suspected frauds, and disclose annual branch/business coverage on
their website.

* For each SA appointment, banks must select firms only from NABARD’s RBI-screened state-wise panel,
obtain firm self-certification in Form B and bank certification in Form C on RBI eligibility norms
(assets/partners/experience/independence), and ensure compliance with limits on the number/type of
entities a firm can audit simultaneously (e.g., max five StCBs/CCBs, not both StCB and CCB in same state).

e Existing rural co-operative bank statutory audit instructions are repealed as per circular
DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026, but past actions/approvals under those
instructions remain valid; banks must now align all SA-related processes (tenure, rotation, non-audit
cooling periods, network restrictions) strictly with these 2026 Directions.

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (Rural Co-operative Banks -
Miscellaneous) Supervisory Directions, 2026

Tags:
Rural Co-operative Banks (StCBs, CCBs), Fair Practices Code for Lenders, Interest Charging Practices, Loan
Disbursal and EMI Transparency, RBI Supervisory Directions 2026

Summary:

The Reserve Bank of India’s (Rural Co-operative Banks — Miscellaneous) Supervisory Directions, 2026
prescribe a Fair Practices Code for charging interest by State Co-operative Banks and Central Co-operative
Banks, requiring fair and transparent practices in loan disbursal, interest application, EMI calculation, and
communication of amortisation changes. The Directions explicitly prohibit non-standard practices such as
charging interest from loan sanction or cheque date instead of actual disbursal, levying EMIs on
sanctioned rather than disbursed amounts without consent, charging full-month interest for part-period
usage, and collecting advance instalments while still charging interest on the full loan. These Directions,
effective immediately, also repeal earlier instructions on these matters for Rural Co-operative Banks,
while preserving past actions and clarifying that they operate in addition to other applicable laws.

Insights:

* Rural Co-operative Banks (StCBs and CCBs) must immediately review and modify loan disbursal, interest
application, EMI calculation, and charge-levying practices to eliminate unfair methods explicitly flagged in
para 5 (e.g., interest from sanction date, EMIs on sanctioned vs disbursed amount).

¢ Banks must reconfigure systems so that interest is charged only from the actual date of disbursal/credit
to the borrower’s account (not from sanction/cheque date) and EMIs are computed on the actual
disbursed amount with borrower consent.

* Banks must ensure that any change in the amortisation schedule due to part-disbursements is promptly
communicated to borrowers, and the updated schedule is aligned with the Key Facts Statement (KFS)
framework already prescribed by RBI.

e Where instalments are collected in advance or loans are disbursed/closed mid-month, banks must
adjust interest so it is levied only for the period the loan is outstanding and not on the full amount for the
entire month or on amounts already collected in advance.

* With effect from issuance of these Directions, all earlier RBI directions/instructions/guidelines on these
specific areas for Rural Co-operative Banks stand repealed as per circular DoS.CO.PPG.66/11.01.005/2026-
27 dated July 31, 2026, and banks must align compliance solely to the new Directions while honouring
actions already taken under the old ones.

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (Regional Rural Banks — Fraud Risk
Management) Directions, 2026

Tags:
Fraud Risk Management, Early Warning Signals (EWS) & Red-Flagged Accounts (RFA)

Summary:

The Reserve Bank of India’s ‘Regional Rural Banks — Fraud Risk Management’ Directions, 2026 establish a
comprehensive framework for RRBs to prevent, detect early, investigate, and report frauds, including
through structured Early Warning Signals, red-flagging of accounts, and mandatory reporting to law
enforcement agencies and NABARD. The Directions introduce specific governance requirements (Board-
approved fraud risk policy, Special Committee of the Board on frauds, Risk Management Committee
oversight), time-bound procedures for red-flagging and fraud classification with adherence to principles of
natural justice, staff accountability norms, legal audits of large loan title documents, and defined penal
measures and post-resolution treatment of fraud accounts

Insights:

¢ RRBs must adopt and implement a Board-approved Fraud Risk Management Policy (including EWS/RFA
framework, investigation, staff accountability and reporting) with Board review at least once in three
years, replacing all earlier fraud guidelines repealed via circular DoS.CO.PPG.66/11.01.005/2026-27 dated
July 31, 2026.

* RRBs must establish a Special Committee of the Board for Monitoring and Follow-up of cases of Frauds
(SCBMF) and a Risk Management Committee-approved EWS/RFA framework, ensuring EWS alerts are
examined within a Board-prescribed TAT (preferably <30 days) and red-flagged accounts are resolved
(fraud or otherwise) within 180 days.

* Before classifying any borrower/related person or third-party professional as fraud, RRBs must follow
principles of natural justice by issuing a detailed show-cause notice with at least 21 days to respond and
passing a reasoned order.

* RRBs must immediately report frauds of X6 crore and above to CBI and those below X6 crore to
State/UT Police, and additionally report all fraud incidents and cases of theft/burglary/dacoity/robbery to
NABARD in the formats prescribed by NABARD.

* RRBs must subject all credit facilities of X1 crore and above to periodic legal audit of title documents till
repayment, complete fraud-angle investigation before selling fraud-classified accounts to other
lenders/ARCs, and continue NABARD reporting.

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (Regional Rural Banks - Miscellaneous)

Supervisory Directions, 2026

Tags:
Regional Rural Banks (RRBs), Fair Practices Code, Interest Charging Practices, Loan Disbursal & EMls,
Supervisory Directions & Fraud Handling

Summary:

The Reserve Bank of India’s (Regional Rural Banks — Miscellaneous) Supervisory Directions, 2026, issued
under the Banking Regulation Act, lay down fair-practice requirements for how Regional Rural Banks
(RRBs) charge interest and EMIs on loans and deal with frauds in loans and advances. RRBs must stop
unfair interest practices—such as charging interest from sanction date instead of actual disbursement,
levying EMIs on sanctioned rather than disbursed amounts without consent, not updating borrowers on
revised amortisation schedules, charging full-month interest for part-month usage, and collecting advance
instalments while charging interest on the full amount—and are advised to use online transfers for
disbursal; they must also initiate action, as per Central Vigilance Commission guidelines, against officials
prima facie involved in loan frauds. These Directions apply to all RRBs, repeal earlier instructions on these
specific areas, and clarify that prior actions and approvals under the old framework remain valid.

Insights:

* RRBs must immediately review and modify loan systems to ensure interest is charged only from the
actual date of disbursement (or credit via online transfer) and not from sanction/date of cheque issuance.

* RRBs are required to recalibrate EMI computation so that EMIs are based on the actually disbursed
amount, and any change in the amortisation schedule after each part-disbursement must be promptly
communicated to borrowers and reflected in the KFS.

¢ Interest calculation engines in RRBs must be reconfigured to charge interest strictly for the period the
loan is outstanding (including mid-month disbursals/repayments) and to prevent collecting instalments in
advance while still charging interest on the full loan amount.

* RRBs should shift from cheque-based disbursals to online account transfers wherever feasible, to avoid
unfair practices relating to interest charging between cheque date and actual receipt by the borrower.

» With effect from July 31, 2026, all earlier directions/instructions/guidelines on these covered areas for
RRBs (including those referenced in circular DoS.CO.PPG.66/11.01.005/2026-27) stand repealed, and any
ongoing or future compliance must align with these 2026 Directions while legacy actions remain governed
by the earlier provisions.

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (All India Financial Institutions —
Cybersecurity, Technology: Risk, Resilience and Assurance Framework)
Directions, 2026

Tags:
All India Financial Institutions (AlIFls), Cybersecurity Framework, IT Governance and Risk Management,
Business Continuity and Disaster Recovery (BCP/DR), Cyber Incident Response and Reporting

Summary:

The Reserve Bank of India’s “All India Financial Institutions — Cybersecurity, Technology: Risk, Resilience
and Assurance Framework” Directions, 2026 establish a comprehensive, mandatory IT governance,
cybersecurity, and operational resilience framework for EXIM Bank, NABARD, SIDBI, NHB and NaBFID. The
Directions introduce detailed board- and senior-management level roles (IT Strategy Committee,
Information Security Committee, CISO independence), baseline cyber and IT controls (including CSOC
setup, VA/PT, red teaming, incident reporting within six hours on DAKSH, BCP/DR testing, and metrics),
and stringent requirements for application security, vendor/third-party risk, data protection, and IS audit.
All earlier RBI cybersecurity and IT governance instructions for these AlFls are repealed and replaced by
this unified framework, while past actions and approvals under the old guidelines remain valid.

Insights:

¢ AlFIs (EXIM Bank, NABARD, SIDBI, NHB, NaBFID) must immediately constitute/align Board-level IT
Strategy Committee (ITSC), Information Security Committee (ISC), and appoint an independent CISO (not
reporting to Head-IT) with a defined minimum term and quarterly Board/RMCB/ITSC reporting (paras 8,
15-18, 22, 26-27).

¢ AlFls must formalise and annually review Board-approved IT Governance, Information Security,
Cybersecurity, BCP/DR and Cyber Crisis Management Plan (CCMP) policies that are distinct from the
general IT policy and explicitly address cyber incident response and recovery (paras 6—7, 13—-14, 158-160,
187-188).

* AlFIs are required to establish a 24x7 Cyber Security Operations Centre (CSOC) with SIEM, log collection
from all critical systems, defined L1-L3 staffing, and metrics/dashboards for continuous monitoring and
incident response, commensurate with their risk profile (paras 138, 206-217).

e AIFls must implement a structured VA/PT regime for all critical and internet-facing systems—VA at least
every 6 months and PT at least annually—with documented methodology, CERT-In—aligned practices
where applicable, and quarterly closure status reporting to ITSC/ISC (paras 144—156).

¢ With effect from the issue date of these Directions (July 31, 2026), all earlier RBI cyber security and IT
governance instructions for AlFls stand repealed and superseded as per circular
DoS.CO.PPG.66/11.01.005/2026-27; ongoing actions under old instructions continue but future
compliance must align to this 2026 framework (paras 224-225).

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (All India Financial Institutions — Fraud
Risk Management) Directions, 2026

Tags:

All India Financial Institutions (AlFls), Fraud Risk Management, Early Warning Signals (EWS) and Red
Flagged Accounts (RFA), Reporting to RBI and Law Enforcement Agencies, Staff Accountability and Penal
Measures

Summary:

The Reserve Bank of India’s (All India Financial Institutions — Fraud Risk Management) Directions, 2026
establish a comprehensive framework for prevention, early detection, investigation, and reporting of
frauds by All India Financial Institutions (EXIM Bank, NABARD, NHB, SIDBI and NaBFID). The Directions
mandate Board-approved fraud risk management and EWS/red-flagging frameworks, strict adherence to
principles of natural justice before fraud classification, timelines and modalities for reporting to RBI’s
CFR/CPFIR and law enforcement agencies, staff accountability (including ABBFF and CVC linkage), legal
audits of large-value loans, and penal debarment measures for fraudulent persons/entities, while also
repealing and consolidating prior fraud-related instructions for AlFls. These requirements impact AlFls,
their borrowers (including group entities and promoters/directors), third-party service
providers/professionals, auditors, and related group entities of AlFls.

Insights:

¢ AlIFIs must adopt and implement a Board-approved Fraud Risk Management Policy (covering prevention,
EWS/RFA, investigation, staff accountability, recovery, and reporting) with at least triennial Board review,
effective immediately upon issuance (para 1, 5, 7).

* AlFls are required to set up/strengthen an EWS and Red Flagged Account framework overseen by the
RMCB, ensure EWS alerts are examined within a Board-prescribed TAT (preferably <30 days), and report
all red-flagged accounts with aggregate exposure >3 crore on CRILC within 7 days (para 14, 17, 22, 29).

« Before classifying any person/entity or account as fraud, AIFls must comply with ‘natural justice’ —
issuing a detailed show-cause notice, allowing at least 21 days for response, and passing/serving a
reasoned order—which will drive changes in internal fraud-classification workflows (para 6, 28, 30).

* All frauds involving X6 crore and above must be reported to CBI, while those below %6 crore must be
reported to State/UT Police, and every fraud of X1 lakh or more must be mandatorily reported to LEAs;
frauds must also be reported to RBI via FMR within 14 days of classification (para 44-45, 49).

e Existing fraud-risk-related directions applicable to AlFls stand repealed as per circular
DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026, and AlFIs must align policies, procedures, and
systems fully with these new 2026 Directions, while actions already initiated under old instructions
continue to be governed by them (para 65-66).

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (All India Financial Institutions
Supervisory Returns) Directions, 2026

Tags:
All India Financial Institutions (AlFls), Supervisory Returns, Data Governance and Reporting, Basel IlI
Capital and Large Exposures, RBI Compliance Timelines and Penalties

Summary:

The Reserve Bank of India (RBI) has issued the Reserve Bank of India (All India Financial Institutions —
Supervisory Returns) Directions, 2026, which standardise and govern the submission of supervisory
returns by AlFls (EXIM Bank, NABARD, SIDBI, NHB and NaBFID) with immediate effect. The Directions lay
down governance and data-quality expectations for Boards and senior management, mandate end-to-end
online submission of an expanded set of specified returns (with defined formats and strict timelines,
including special treatment for fraud, red-flagged accounts, CRILC and consolidated prudential returns),
and clarify that exceptions, ad-hoc data requirements and penalties for incorrect or delayed reporting will
be enforced under the RBI Act. All prior supervisory return-related directions for AlFls stand repealed,
with past actions and approvals saved and now deemed to be under these Directions.

Insights:

* AlFIs (EXIM Bank, NABARD, SIDBI, NHB, NaBFID) must immediately shift all supervisory return filings to
RBI’s online portals (CIMS/other specified systems); hard copy or email submissions will not be treated as
valid except when specifically permitted as a contingency.

 Boards and Senior Management of AlFls must formally incorporate data quality risk (including
outsourced data processes) into the overall risk management framework and ensure documented
validation of risk data aggregation and reporting by IT/data-specialist staff.

¢ AlIFIs must align internal MIS and IT architecture to generate fully reconciled and largely automated
return data (e.g., ALE-FI, RCA-IlI-FI, RAQ-FI, LEF-FI, CRILC, fraud returns) within prescribed timelines: 15
days for monthly, 21 days for quarterly/half-yearly/yearly, with specific shorter timelines for RFA (7 days),
FMR (14 days) and weekly RDB (by following Wednesday).

¢ AlFIs with subsidiaries must reconfigure consolidated reporting to the new CPR-FI timelines, submitting
provisional/unaudited data for 31 March by end-June and audited data by end-September, and audited
30 September data by end-December, superseding earlier CPR timelines.

¢ With the issue of these Directions, all prior supervisory-return instructions for AlFls, including those
under circular DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026, stand repealed; existing
approvals/actions under the old regime remain valid but future filings and compliance must follow these
2026 Directions.

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (All India Financial Institutions -
Miscellaneous) Supervisory Directions, 2026

Tags:
All India Financial Institutions (AlFls), Supervisory Directions 2026, Compliance Monitoring Technology,
Statutory Central Auditors Certificates, Vigilance and Forensic Scrutiny

Summary:

The Reserve Bank of India’s (AlFls — Miscellaneous) Supervisory Directions, 2026 lay down supervisory and
compliance requirements for All India Financial Institutions (EXIM Bank, NABARD, SIDBI, NHB, and
NaBFID). The Directions mandate specific certificates from Statutory Central Auditors on treasury
operations, investments, asset classification, provisioning, and capital adequacy; require AlFls to deploy
enterprise-wide technology tools for compliance monitoring with unified dashboards; prescribe quarterly
online submission of Vigilance Monitoring Return-l on anti-corruption measures; and call for trained
forensic investigation units for fraud scrutiny. These Directions also repeal earlier instructions on the
covered areas while preserving past actions and clarify that they operate in addition to other applicable
laws and regulations.

Insights:

e AlFIs (EXIM Bank, NABARD, SIDBI, NHB, NaBFID) must immediately obtain and submit to their RBI SSM
certificates from Statutory Central Auditors covering treasury operations, investment reconciliation,
investment portfolio compliance, IRAC and provisioning, and CRAR/CAR computation as soon as the
balance sheet is finalised.

¢ AlFls must implement an enterprise-wide, workflow-based compliance technology solution that enables
cross-functional collaboration, automated compliance identification/monitoring, escalation of
non-compliance, recording of authorised deviations/delays, and a unified compliance dashboard for
senior management.

* On a quarterly basis, AlFls are required to file Vigilance Monitoring Return-I (VMR-I) through the RBI’s
online portal, ensuring completion of Part | (quarterly anti-corruption targets) and Parts II-V (preventive
surveillance, detection, and punitive action statistics).

¢ AlIFIs must create and maintain a database of officers/staff with aptitude for investigation, data and
forensic analysis, provide them specialised training, and ensure only such personnel are deployed in the
Fraud Investigation Unit/Outfit for fraud investigations.

¢ With effect from July 31, 2026, all earlier RBI directions/instructions/guidelines on areas covered by
these Directions for AlFIs stand repealed as per circular DoS.CO.PPG.66/11.01.005/2026-27, and ongoing
actions/approvals under the old framework will continue under the savings and transition provisions in
Chapter V.

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (Non-Banking Financial Companies -
Compliance Function) Directions, 2026

Tags:
NBFCs (Middle and Upper Layer), Compliance Function, Chief Compliance Officer (CCO), Governance and
Board Oversight, RBI Supervision and Regulatory Compliance

Summary:

The Reserve Bank of India (Non-Banking Financial Companies — Compliance Function) Directions, 2026 lay
down a comprehensive framework for the governance, structure, staffing, technology use, and oversight
of the compliance function in NBFCs in the Middle and Upper Layers. The Directions mandate a Board-
approved compliance policy, an independent and adequately resourced compliance department headed
by a Chief Compliance Officer (CCO) with defined tenure, stature, and reporting lines, periodic compliance
risk assessment and testing, use of enterprise-wide technological tools for monitoring, and channeling all
RBI inspection compliances through the compliance function. These Directions apply to RBI-registered
NBFCs (including NBFC-Factors) in the specified layers and repeal all earlier RBI instructions on the
compliance function for such entities, while preserving actions taken under the previous regime.

Insights:

¢ All NBFCs in the Middle and Upper Layers must immediately adopt and annually review a
Board-approved Compliance Policy covering compliance philosophy, CCO role, risk identification,
monitoring, reporting, and new product approval (para 8-9).

¢ Middle and Upper Layer NBFCs must appoint a full-time Chief Compliance Officer with a minimum fixed
tenure of 3 years (with limited Board-approved relaxation), positioned not below two levels from CEO
(one level relaxation for Middle Layer), with no dual-hatting or business reporting lines (paras 21-23, 27).

* Regulated NBFCs must route all responses on RBI inspection findings and compliance with Risk
Mitigation Plans/Monitorable Action Plans through the Compliance function and implement a time-bound
Compliance Program for closure within prescribed timelines (para 15(4)).

* NBFCs must implement or strengthen enterprise-wide, workflow-based compliance monitoring tools
providing escalation, deviation approvals, and a unified compliance dashboard for senior management,
tailored to size and complexity (paras 32-33).

¢ With effect from issuance of these Directions, all earlier RBI directions/instructions/guidelines on NBFC
Compliance function, including those referred in circular DoS.CO.PPG.66/11.01.005/2026-27 dated July
31, 2026, stand repealed and must be replaced by frameworks aligned to these 2026 Directions (paras
34-35).

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (Non-Banking Financial Companies —

Cybersecurity, Technology: Risk, Resilience and Assurance Framework)
Directions, 2026

Tags:

NBFCs Cybersecurity Framework, IT Governance and Risk Management, Information Security and Cyber
Resilience, Business Continuity and Disaster Recovery (BCP/DR), Outsourcing of IT and Cyber Incident
Reporting

Summary:

The Reserve Bank of India’s 2026 Directions establish a comprehensive, scale-based Cybersecurity,
Technology Risk, Resilience and Assurance Framework for all RBI-registered NBFCs, including HFCs and
Factors, with differentiated requirements for Base, Middle, Upper and Top Layer NBFCs and separate
treatment for Core Investment Companies. The Directions introduce mandatory Board-level IT
governance (IT Strategy Committee, Information Security Committee, CISO role), formal IT and
information security policies, baseline and enhanced cybersecurity controls (including VA/PT, incident
reporting on DAKSH within six hours, BCP/DR testing, audit trails, access controls, outsourcing
governance, and teleworking and mobile services safeguards), alongside strengthened IS audit and
vendor/outsourcing risk management. All prior NBFC IT and IT governance instructions stand repealed
and are subsumed under this framework, impacting NBFC Boards, Senior Management, IT/InfoSec
functions, auditors and relevant service providers.

Insights:

¢ All NBFCs must immediately adopt Board-approved IT and Information Security / Cybersecurity policies,
with mandatory annual review by the Board / IT Strategy Committee as applicable to their regulatory
layer.

* NBFCs with asset size X500 crore and above must constitute an IT Strategy Committee (ITSC) with an
independent director as Chair and ensure quarterly meetings to review IT strategy, cyber risk, BCP/DR and
budget adequacy.

* NBFCs—Middle Layer and above must designate a senior-level CISO (independent of IT function) with a
minimum quarterly reporting to the Board / RMCB / ITSC on cybersecurity risks, incidents and
preparedness.

¢ All NBFCs are required to report cyber incidents on RBI’s DAKSH platform within six hours of detection
(and ML/UL/TL NBFCs must also notify CERT-In), and maintain incident response and recovery procedures
accordingly.

¢ With effect from issuance of these Directions, all earlier NBFC IT / IT Governance directions (circular
DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026 and prior related instructions) stand repealed and
NBFCs must align their existing IT, outsourcing, BCP/DR and IS Audit frameworks to these 2026 Directions.

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (Non-Banking Financial Companies —
Digital Payment Security Controls) Directions, 2026

Tags:
NBFCs, Digital Payment Security Controls, Cybersecurity and Fraud Risk Management, Card and Mobile
Payment Security, RBI Compliance and Governance

Summary:

The Reserve Bank of India’s (Non-Banking Financial Companies — Digital Payment Security Controls)
Directions, 2026 prescribe a comprehensive, board-driven framework of governance, risk management,
security, authentication, fraud control, reconciliation, and customer protection requirements for digital
payment products and services offered by credit card—issuing NBFCs. The Directions introduce detailed,
product-life-cycle security controls (including VA/PT frequency, secure-by-design development, multi-
factor authentication, web/mobile app hardening, PCl-aligned card security, HSM controls, device binding,
DDoS/WAF, logging/monitoring, and real-time/near-real-time reconciliation), along with mandatory
customer awareness, grievance redress and online dispute resolution mechanisms. These Directions apply
to all credit card—issuing NBFCs (and their outsourced/third-party service providers within their payment
ecosystem) and supersede earlier digital payment security instructions for NBFCs, while preserving past
actions under the repealed guidelines.

Insights:

e Credit-card issuing NBFCs must immediately adopt a Board-approved digital payments security policy
(covering FSP criteria, risk assessment, UAT, external assessment) and review it at least annually as
mandated in paras 7-13.

¢ NBFCs must implement half-yearly VA, annual PT and annual secure code review/certification for all
digital payment applications (including third-party licensed apps), with time-bound remediation and penal
clauses in vendor contracts as per paras 31-35.

» Multi-factor authentication (with at least one dynamic/non-replicable factor), transaction alerts, failed-
login thresholds, and secure session handling are mandatory for all electronic payment transactions and
fund transfers as per paras 41-51.

* NBFCs must operationalise near real-time (<24 hours) reconciliation for all digital payment transactions
with PSOs, networks, aggregators, and other stakeholders, and institute fraud-monitoring rules/alerts
based on defined risk parameters as per paras 52-57.

¢ With effect from issuance of these Directions, all earlier NBFC digital payment security instructions
stand repealed as per para 70, and entities must realign policies/procedures to these Directions while
noting that actions under the repealed circular DoS.CO.PPG.66/11.01.005/2026-27 (31 July 2026)
continue to be valid under paras 70-71.

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (Non-Banking Financial Companies —

Fraud Risk Management) Directions, 2026

Tags:
NBFC Fraud Risk Management, Early Warning Signals (EWS), Governance and Board Oversight, Fraud
Reporting to RBI and Law Enforcement, Staff Accountability and Penal Measures

Summary:

The Reserve Bank of India’s (NBFCs — Fraud Risk Management) Directions, 2026 establish a
comprehensive framework for prevention, early detection, investigation, and reporting of frauds by
specified NBFCs and Housing Finance Companies. Key requirements include a Board-approved fraud risk
management policy, constitution of specialised oversight committees, mandatory early warning signal
(EWS) systems for Upper and Middle Layer NBFCs, strict adherence to principles of natural justice before
classifying accounts or persons as ‘fraud’, time-bound reporting to law enforcement agencies and RBI,
periodic legal audit of title documents for large loans, and defined penal measures and debarment for
fraud-classified persons/entities. The Directions apply to all RBl-registered NBFCs (including HFCs where
specified) in the Upper and Middle Layers, and Base Layer NBFCs with asset size of X500 crore and above,
while repealing and consolidating earlier NBFC fraud management instructions.

Insights:

e All Applicable NBFCs (UL, ML and BL with assets > X500 crore) must immediately adopt and implement a
Board-approved Fraud Risk Management policy covering prevention, early detection, investigation, staff
accountability, recovery and reporting, replacing earlier fraud-related instructions repealed via circular
DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026.

* Before classifying any borrower / person / entity as fraud, NBFCs must mandatorily follow principles of
natural justice (detailed SCN, minimum 21 days for reply, and a reasoned order), in line with SBI vs Rajesh
Agarwal (SC, 2023) and related HC orders referenced in para 6.

* NBFCs-UL and NBFCs-ML must establish or upgrade an integrated Early Warning Signal (EWS)
framework (linked to CBS/operational systems) for both credit and non-credit transactions, with Board-
level oversight and periodic validation for effectiveness and real-time / near real-time monitoring.

e All frauds, irrespective of amount, must be reported to RBI via Fraud Monitoring Returns (FMR) within
14 days from the Date of Classification, while theft/burglary/dacoity/robbery cases must be reported to
RBI’'s FMG within 7 days and also in a quarterly RBR return within 15 days of quarter-end.

¢ Entities and natural persons classified and reported as fraud will be debarred from raising funds or
obtaining new credit from RBI-regulated entities for five years from full repayment/settlement, with this
debarment continuing for erstwhile promoters/directors even after resolution under IBC/RBI stressed
assets framework, though the entity itself may be de-penalised post-resolution.

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (Non-Banking Financial Companies -

Internal Audit Function) Directions, 2026

Tags:
NBFC Internal Audit, Risk-Based Internal Audit (RBIA), Board and Audit Committee Oversight, Head of
Internal Audit Independence, Governance and Compliance Framework

Summary:

The Reserve Bank of India has issued the RBI (Non-Banking Financial Companies — Internal Audit Function)
Directions, 2026, mandating a harmonised, risk-based internal audit (RBIA) framework to strengthen
governance, internal controls, and risk management in NBFCs and Housing Finance Companies. The
Directions introduce Board-approved internal audit policies, independent and adequately resourced RBIA
linked to risk assessments and audit plans, enhanced roles for Boards/senior management, clear authority
and reporting lines for the Head of Internal Audit, restrictions on outsourcing the internal audit function,
and requirements for systematic compliance monitoring. These Directions apply to all deposit-taking
NBFCs and HFCs and to non-deposit taking NBFCs/HFCs with asset size of 5,000 crore and above, and
they repeal all earlier RBI instructions on internal audit for these entities.

Insights:

* All deposit-taking NBFCs/HFCs and non-deposit taking NBFCs/HFCs with asset size = X5,000 crore must
immediately implement a Board-approved Risk-Based Internal Audit (RBIA) framework, as these
Directions are effective upon issuance.

 Boards/Audit Committees must approve a written Internal Audit policy that defines RBIA scope, sets
maximum time gaps for even low-risk areas to be audited, and is periodically reviewed and widely
disseminated within the organisation.

¢ NBFCs must restructure internal audit reporting so that the Head of Internal Audit reports directly to the
Board/ACB/MD & CEOQ/WTD, has no reporting line to business verticals, and (where applicable) is
appointed for at least a 3-year tenure.

e Internal Audit remuneration must be delinked from the financial performance of audited business lines,
and a system must be instituted to monitor and regularly report status of compliance with audit
observations to the Board/ACB, especially all pending high/medium risk issues.

» With effect from these Directions, all earlier RBI internal audit directions for NBFCs stand repealed as
per circular DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026; entities must align their internal audit
policies and practices only with this new framework.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13589&Mode=0

www.fintellix.com
©2026 Fintellix India Private Ltd. All rights reserved


https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?Id=13589&Mode=0

ICRA

FINTELLIX

Insights that empower

Jul 31, 2026 : Reserve Bank of India (Non-Banking Financial Companies -
Statutory Audit) Directions, 2026

Tags:
NBFC Statutory Audit, Auditor Eligibility and Independence, Joint Audit and Rotation, Board and Audit
Committee Oversight, RBI Compliance and Reporting

Summary:

The Reserve Bank of India (Non-Banking Financial Companies — Statutory Audit) Directions, 2026 prescribe
a uniform framework for appointment, tenure, rotation, independence, and oversight of statutory central
auditors/statutory auditors of NBFCs (including HFCs), with immediate effect. Key requirements include
mandatory joint audits for NBFCs with asset size of 15,000 crore and above, caps on the number of
auditors per NBFC based on asset size, detailed eligibility and independence criteria (including network
and conflict-of-interest restrictions), minimum branch/advance coverage, tenure of three years with a six-
year cooling period, and limits on the number of RBI-regulated entities an audit firm can audit
concurrently. The Directions apply to all NBFCs as defined under the 2025 Scale Based Regulation
framework (with an opt-out for non-deposit taking NBFCs below 1,000 crore), and place explicit
responsibilities on NBFC Boards/ACBs and audit firms, while repealing earlier NBFC statutory audit
instructions.

Insights:

¢ NBFCs with asset size > X15,000 crore must immediately shift to joint statutory audits by at least two
audit firms with no common partners or network linkage, and pre-agree work allocation before audit
commencement (para 11).

¢ All NBFCs must adopt and host on their website a Board-approved policy detailing procedures for
appointment, independence assessment, rotation and fee-setting of SCAs/SAs, ensuring transparency and
compliance (para 6, 9, 10).

* From FY 2026-27, NBFCs must appoint auditors only from firms meeting the prescribed partner
strength, CISA/ISA availability, audit experience and staff requirements based on asset size, and
obtain/verify Form B eligibility certificates before appointment and file Form A with RBI within one month
(paras 14-16, 30-31, Annex I-l1).

¢ NBFCs must ensure statutory auditors serve a fixed 3-year tenure, cannot be reappointed for six years
thereafter, and that any mid-term removal is reported to the concerned RBI supervisory office with
reasons within one month (paras 23-24).

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (Non-Banking Financial Companies -
Supervisory Returns) Directions, 2026

Tags:
NBFC Supervisory Returns, RBI Reporting Requirements, Data Governance and IT Infrastructure, Fraud
Monitoring and Statutory Auditor Certificates, Compliance Timelines and Penalties

Summary:

The Reserve Bank of India’s (Non-Banking Financial Companies — Supervisory Returns) Directions, 2026
consolidate and standardise the framework for submission of supervisory returns by all categories of
NBFCs (excluding HFCs), including CICs, P2Ps, SPDs and specified NBFC-BL entities. The Directions
mandate board-level oversight of data quality, robust data architecture and IT infrastructure, exclusive
online filing through RBI’s reporting portals (including CIMS), and prescribe a detailed list of entity-wise
returns, reference dates and stricter timelines, with specific rules for fraud reporting, statutory auditor
certificates, overseas investments, liquidity, prudential and large exposure reporting. All earlier
instructions on NBFC supervisory returns stand repealed, and non-compliance with the new filing and
accuracy requirements may attract penalties under the RBI Act.

Insights:

» All NBFCs (except HFCs) across all layers must henceforth file all supervisory returns exclusively through
RBI’s online portals (CIMS and others); physical or email submissions are invalid unless specifically
instructed as a contingency.

¢ Boards and Senior Management of NBFCs must formally integrate data quality risk (accuracy,
completeness, confidentiality, availability) into the overall risk management framework and allocate
dedicated IT/data resources for validation and reporting.

¢ NBFCs must adhere to revised standard timelines: 15 days for monthly, 21 days for quarterly/yearly
returns, and 5 working days from auditor’s report date for any audited return, with specific exceptions for
DNBS10, Form A, and fraud returns.

» All NBFCs, irrespective of category and size, must file DNBS13 quarterly on overseas investments
(including NIL returns where applicable), and report both domestic and overseas operations wherever
relevant in all applicable returns.

* With effect from these Directions, all earlier instructions on NBFC supervisory returns (including those
superseded via circular DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026) stand repealed, and
compliance processes must be realigned to these 2026 Directions only.

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (Non-Banking Financial Companies —

Miscellaneous) Supervisory Directions, 2026

Tags:
NBFC Supervisory Directions, Core Financial Services Solution (CFSS), Fair Practices in Interest Charging,
Nomination Facility for NBFC-D Deposits, Prompt Corrective Action (PCA) for NBFCs and CICs

Summary:

The Reserve Bank of India’s (NBFCs — Miscellaneous) Supervisory Directions, 2026 establish a consolidated
supervisory framework for NBFCs and Housing Finance Companies, covering implementation of Core
Financial Services Solutions (CFSS), fair practices in charging interest, nomination facilities for deposits,
and a Prompt Corrective Action (PCA) regime. Key requirements include mandatory CFSS implementation
for Upper and Middle Layer NBFCs with 10+ fixed service points and quarterly progress reporting,
prohibition of unfair interest-charging practices, compulsory nomination coverage and related reporting
for deposit-taking NBFCs, and a structured PCA framework with defined capital/asset quality triggers, risk
thresholds, and corrective actions. These Directions apply to all RBI-registered NBFCs across layers (with
specified exclusions), Factors and Micro Finance Institutions (for fair practices), deposit-taking NBFCs (for
nomination and PCA), and Core Investment Companies (for PCA), while repealing prior instructions on the
covered areas.

Insights:

e Upper and Middle Layer NBFCs with 210 fixed point service delivery units must implement a Core
Financial Services Solution (CFSS) and submit quarterly implementation progress reports to their RBI
Senior Supervisory Manager (SSM).

* NBFCs must immediately review and correct loan disbursal and interest application practices (e.g.,
charging interest only from actual disbursal date, recalculating EMIs on disbursed amount, updating
amortisation schedules for part-disbursals) to eliminate the specific unfair practices listed in para 7-8.

¢ All NBFC-Ds (excluding HFCs) must obtain nominations for all eligible new and existing deposit accounts,
modify account opening forms to include an ‘avail / opt-out of nomination’ option, and report quarterly
nomination coverage to RBI via the DAKSH portal.

¢ NBFC-Ds and specified NBFC-NDs (Middle/Upper/Top Layer, including ICCs, CICs, IDFs, IFCs, MFls, and
Factors) must monitor PCA indicators (CRAR/Tier 1/NNPA or ANW/RWA/Leverage/NNPA) and prepare for
mandatory restrictions such as dividend curbs and branch expansion limits upon breaching defined risk
thresholds.

» With effect from issuance of these Directions, all earlier RBI directions/instructions covering the same
subject areas stand repealed as per circular DoS.CO.PPG.66/11.01.005/2026-27 dated July 31, 2026, and
entities must align policies and procedures fully with these 2026 Supervisory Directions.

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (Non-Banking Financial Companies -
Auditor’s Report) Directions, 2026

Tags:
NBFCs, Statutory Auditors, Auditor’s Exception Report to RBI, Public Deposit Compliance, Prudential
Norms and CRAR

Summary:

The Reserve Bank of India (Non-Banking Financial Companies — Auditor’s Report) Directions, 2026
prescribe a separate, detailed auditor’s report framework for all NBFCs (excluding HFCs), in addition to
the statutory audit under the Companies Act. The Directions tighten and standardize auditor
responsibilities on verifying NBFCs’ eligibility and entitlement to hold RBI registration, net owned fund
compliance, public deposit limits and conditions, prudential norms (income recognition, asset
classification, provisioning, investments, concentration, capital adequacy, liquidity), and timely/accurate
supervisory returns; they also mandate an exception report to RBI wherever adverse/qualified remarks or
regulatory non-compliances are observed. These Directions repeal the 2016 NBFC Auditor’s Report
Directions and directly impact statutory auditors of NBFCs, NBFCs accepting/holding public deposits, non-
deposit taking NBFCs (including those in middle layer and above, and MFIs), and companies advised by RBI
that they are not required to hold a CoR but must comply with stipulated conditions.

Insights:

* NBFCs (other than HFCs) must enable their statutory auditors to file DNBS10 — Statutory Auditor’s
Certificate (SAC) in CIMS within 5 working days of signing the audit report (and in any case by December
31) confirming CoR requirement and eligibility under the 2025 NBFC Registration & SBR Directions.

e All deposit-taking NBFCs must align deposit mobilisation with the limits, rating requirements, and
procedural conditions under the RBI (NBFCs — Acceptance of Public Deposits) Directions, 2025, and ensure
timely filing of DNBSO1 and DNBSO03 within the timelines in the 2026 Supervisory Returns Directions.

¢ Non-deposit taking NBFCs in the Middle Layer and above must ensure correct computation and
reporting of CRAR in DNBS03 and maintain minimum CRAR as per the RBI (NBFCs — Prudential Norms on
Capital Adequacy) Directions, 2025, with quarterly submissions under the 2026 Supervisory Returns
Directions.

¢ All NBFCs must ensure full compliance with 2025 Directions on Income Recognition, Asset Classification
and Provisioning, and Investment Portfolio (including concentration norms), as auditors are now
mandated to specifically opine on adherence in their additional report to the Board..

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (Asset Reconstruction Companies -

Supervisory Returns) Directions, 2026

Tags:
Asset Reconstruction Companies (ARCs), Supervisory Returns, Centralised Information Management
System (CIMS), Regulatory Reporting & Timelines, Data Governance and IT Infrastructure

Summary:

The Reserve Bank of India (Asset Reconstruction Companies — Supervisory Returns) Directions, 2026
prescribe a uniform framework for the submission, accuracy, governance, and timelines of supervisory
returns filed by RBI-registered Asset Reconstruction Companies (ARCs). The Directions mandate Board-
and senior management-level oversight of data quality, robust data architecture/IT infrastructure,
exclusive online submission of specified returns (DNBS07, DNBS10-SAC, DNBS13) within defined timelines,
and allow for ad-hoc/additional returns, with penalties for delayed or inaccurate reporting. These
Directions apply to all ARCs registered under Section 3 of the SARFAESI Act, 2002 and repeal earlier
instructions on supervisory returns while preserving past actions and approvals.

Insights:

¢ ARCs must submit all supervisory returns exclusively through RBI’s online portals (including CIMS);
physical or email submissions are invalid unless specifically permitted as a contingency and must be re-
filed online once portals resume.

* Boards of ARCs must formally integrate data quality risk (including for outsourced processes) into the
overall risk management framework, with documented policies on data confidentiality, integrity,
availability, and validation.

* ARCs are required to file DNBSO7 (Important Financial Parameters) and DNBS13 (Overseas Investment
Details) on a quarterly basis within 21 days of quarter-end, covering both domestic and overseas
operations; DNBS13 must be filed as a NIL return if no overseas investment exists.

¢ The DNBS10 — Statutory Auditor Certificate (SAC) must be compiled and directly filed on CIMS by the
statutory auditor using ARC-created secure credentials within 5 working days of signing the audit report
and not later than December 31 of the same year.

¢ With effect from July 31, 2026, all earlier supervisory return directions for ARCs issued under circular
DoS.CO.PPG.66/11.01.005/2026-27 stand repealed; ARCs must align their reporting processes and
formats strictly with these 2026 Directions while noting that past actions under repealed guidelines
remain valid.

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (Credit Information Companies —

Cybersecurity, Technology: Risk, Resilience and Assurance Framework)
Directions, 2026

Tags:
Credit Information Companies (CICs), Cybersecurity Framework, IT Governance and Risk Management,
Security Operations Centre (SOC/CSOC), Business Continuity and Disaster Recovery (BCP/DR)

Summary:

The Reserve Bank of India’s (Credit Information Companies — Cybersecurity, Technology: Risk, Resilience
and Assurance Framework) Directions, 2026 establish a comprehensive, board-driven framework for IT
governance, cybersecurity, and operational resilience for Credit Information Companies (CICs). The
Directions mandate board-level IT and information security committees, appointment of a CISO
independent of IT, robust IT and cyber risk management, baseline controls (including CSOC, VA/PT, DR
drills, incident response and reporting within six hours, vendor risk oversight, and customer/employee
awareness), and enhanced logging, access control, and business continuity requirements. These
Directions apply to all entities defined as CICs under the Credit Information Companies (Regulation) Act,
2005 and repeal earlier RBI cyber and IT governance instructions applicable to CICs.

Insights:

e Credit Information Companies (CICs) must immediately adopt a Board-approved IT Governance,
Information Security and stand-alone Cybersecurity Policy, reviewable at least annually, with an IT
Strategy Committee (ITSC) constituted at Board level as per paras 6-9, 15-18.

¢ CICs are required to establish a Cyber Security Operations Centre (CSOC) with SIEM-based log collection,
24x7 monitoring and defined incident handling capabilities (paras 138, 206—-217), and report all cyber
incidents on DAKSH and to CERT-In within six hours of detection (para 177).

e CICs must implement structured VA/PT on all critical and internet-facing systems with minimum
frequency of VA every 6 months and PT every 12 months (paras 144—149), track closure of findings and
report status at least quarterly to the ITSC and Information Security Committee (para 156).

¢ Business Continuity and Disaster Recovery for critical information systems must achieve
Board/ITSC-approved minimal RTO and near-zero RPO (paras 165-167), with DR drills for critical systems
at least half-yearly, including full switchover to DR for at least one full working day (paras 160—-163).

¢ With effect from issuance of these Directions, all earlier RBI directions/instructions/guidelines on
Cybersecurity Framework and IT Governance for CICs (refer circular DoS.CO.PPG.66/11.01.005/2026-27
dated July 31, 2026) stand repealed and CICs must align entirely to this 2026 framework (paras 224-225).

Further details can be found on:
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Jul 31, 2026 : Reserve Bank of India (Credit Information Companies -

Miscellaneous) Supervisory Directions, 2026

Tags:
Credit Information Companies (CICs), Compliance Monitoring, Enterprise-wide Technology Solutions, RBI
Supervisory Directions, Regulatory Governance Dashboard

Summary:

The Reserve Bank of India’s (Credit Information Companies — Miscellaneous) Supervisory Directions, 2026
mandate Credit Information Companies (CICs) to implement comprehensive, integrated, enterprise-wide,
workflow-based technological solutions to strengthen their compliance monitoring and reporting,
including unified dashboards for senior management, escalation of non-compliance, and formal approval
for deviations or delays. These Directions apply to all CICs under the Credit Information Companies
(Regulation) Act, 2005, and supersede all earlier RBI directions, instructions, and guidelines on the same
subject, while preserving the validity of past actions, approvals, and liabilities under the repealed
framework.

Insights:

¢ CICs must implement an enterprise-wide, workflow-based compliance monitoring solution that
integrates business, compliance, IT teams and senior management on a single platform with effective
communication and collaboration features.

* The compliance tool must support end-to-end processes for identifying, assessing, monitoring and
managing all regulatory compliance requirements applicable to the CIC.

* The system must include automated escalation mechanisms for instances of non-compliance and
capture approvals of competent authority for any deviations or delays in compliance submissions.

¢ CICs must provide senior management with a unified dashboard view of the CIC's overall compliance
position, with tooling scaled appropriately to the size and complexity of operations.

» With effect from July 31, 2026, all earlier directions, instructions and guidelines on matters covered by
these Directions (as communicated via circular DoS.CO.PPG.66/11.01.005/2026-27) stand repealed, and
CICs must realign their internal policies and procedures to the new framework while noting that past
actions under repealed norms remain valid.

Further details can be found on:
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Jul 30, 2026 : Reserve Bank of India (Urban Co-operative Banks — Interest

Rate on Deposits) Second Amendment Directions, 2026

Tags:
Urban Co-operative Banks (UCBs), Interest Rate on Deposits, Bulk Deposits Disclosure, Uniform Interest
Rate Framework, RBI Regulatory Compliance

Summary:

The Reserve Bank of India has issued the Reserve Bank of India (Urban Co-operative Banks — Interest Rate
on Deposits) Second Amendment Directions, 2026, revising the framework for disclosure and uniformity
of interest rates on deposits by Urban Co-operative Banks (UCBs). With effect from October 1, 2026, UCBs
must strictly adhere to the interest rate schedules disclosed in advance on their websites, and specifically
publish bulk deposit interest rates each business day by 10:10 am, while ensuring uniform interest rates
across all branches and customers for deposits of similar amount accepted on the same date. These
amended requirements apply to all Urban Co-operative Banks governed by the original 2025 Directions.

Insights:

* From October 1, 2026, Urban Co-operative Banks (UCBs) must ensure all deposit interest rates,
including bulk deposits, strictly match the schedule of rates disclosed in advance on their official website,
as per amended Directions of November 28, 2025.

¢ Operational systems must be configured so that bulk deposit interest rates are published on the bank’s
website every business day at 10:00 am, with a hard cut-off/grace period not later than 10:10 am for any
rate updates.

¢ UCBs must standardize interest rates across all branches and customer segments, ensuring no
differential interest is paid for deposits of similar amount accepted on the same date at any office,
pursuant to the revised para 6(2).

¢ The internal deposit-pricing and approval process must be aligned so that any change in bulk or regular
deposit rates is finalized before 10:00 am on business days to meet the mandated website disclosure
timing.

¢ The original paragraphs 6(2) and 6(3) of the Reserve Bank of India (Urban Co-operative Banks — Interest
Rate on Deposits) Directions, 2025 dated November 28, 2025 stand modified and must be updated in all
internal policy documents and customer disclosures accordingly.

Further details can be found on:
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Jul 30, 2026 : Reserve Bank of India (Local Area Banks — Interest Rate on
Deposits) Second Amendment Directions, 2026

Tags:
Local Area Banks, Interest Rate on Deposits, Bulk Deposits Disclosure, Uniform Interest Rates, RBI
Regulatory Compliance

Summary:

The Reserve Bank of India’s Second Amendment Directions, 2026 modify the Local Area Banks — Interest
Rate on Deposits Directions, 2025 to strengthen transparency and uniformity in deposit interest rates.
With effect from October 1, 2026, Local Area Banks must strictly adhere to a pre-disclosed schedule of
interest rates on their websites for all deposits, and specifically disclose bulk deposit rates each business
day by 10:10 am, while ensuring that interest rates are uniform across all branches and customers for
deposits of similar amount accepted on the same date. These changes directly impact all Local Area Banks
and their deposit-taking practices.

Insights:

* From October 1, 2026, Local Area Banks (LABs) must ensure all deposit interest rates, including bulk
deposits, strictly match the interest rate schedule disclosed in advance on their official website, as per
amendments to the 2025 Directions.

¢ LABs must operationalize a daily process to publish bulk deposit interest rates on their website precisely
at 10:00 am with a maximum grace period up to 10:10 am on every business day, failing which they risk
non-compliance.

¢ Core banking and branch systems must be aligned so that no deposit—retail or bulk—is accepted at an
interest rate different from the bank’s website schedule in force at the time of acceptance.

* LABs must standardize deposit pricing so that interest rates are uniform across all branches and
customers for deposits of the same amount accepted on the same date, eliminating any discretionary rate
negotiations for similar deposits.

¢ Paragraphs 6(2) and 6(3) of Chapter Il of the Reserve Bank of India (Local Area Banks — Interest Rate on
Deposits) Directions, 2025 stand amended by these Second Amendment Directions, 2026 and LABs must
update their internal policies, SOPs, and customer disclosures accordingly.

Further details can be found on:
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Jul 30, 2026 : Reserve Bank of India (Payments Banks — Interest Rate on
Deposits) Amendment Directions, 2026

Tags:
Payments Banks, Interest Rate on Deposits, Interest Rate Disclosure, RBI Amendment Directions 2026,
Banking Regulation Act Section 35A

Summary:

The Reserve Bank of India has issued the Reserve Bank of India (Payments Banks — Interest Rate on
Deposits) Amendment Directions, 2026, revising the framework for how payments banks disclose interest
rates on deposits. Effective October 1, 2026, paragraph 6.3 of the 2025 Directions is amended to mandate
that interest rates payable on deposits must strictly follow the schedule of interest rates disclosed in
advance on the bank’s website. These changes apply specifically to payments banks governed by the
earlier 2025 Directions.

Insights:

* From October 1, 2026, Payments Banks must ensure that all interest rates on deposits are strictly
aligned with the schedule of interest rates disclosed in advance on their official website, without any
deviation.

¢ Payments Banks must update their websites promptly whenever deposit interest rates change, as any
undisclosed or selectively communicated rate will be non-compliant with the amended para 6.3 of the
2025 Directions.

* Internal systems, product approval processes, and branch/channel communication must be revised so
that no deposit product carries an interest rate outside the website-published schedule at any pointin
time.

e Compliance teams should formally update their reference to the ‘Reserve Bank of India (Payments
Banks — Interest Rate on Deposits) Directions, 2025’ to incorporate the Amendment Directions, 2026,
specifically the substituted para 6.3 under Chapter II.

¢ Audit and compliance reviews after October 1, 2026 must explicitly verify that all contracted and
advertised deposit rates match the interest rate schedule disclosed in advance on the bank’s website as
per the amended Directions.

Further details can be found on:
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Jul 30, 2026 : Reserve Bank of India (Regional Rural Banks — Interest Rate

on Deposits) Second Amendment Directions, 2026

Tags:
Regional Rural Banks (RRBs), Interest Rate on Deposits, Bulk Deposits Disclosure, Uniform Interest Rate
Framework, RBI Regulatory Compliance

Summary:

The Reserve Bank of India has issued the Reserve Bank of India (Regional Rural Banks — Interest Rate on
Deposits) Second Amendment Directions, 2026, effective October 1, 2026, to revise norms on disclosure
and uniformity of interest rates on deposits by Regional Rural Banks (RRBs). The amendment mandates
that interest rates on all deposits, including bulk deposits, must strictly follow the schedule pre-disclosed
on the bank’s website, with bulk deposit rates specifically required to be published each business day at
10:00 am (with a grace period up to 10:10 am). It also requires that interest rates on deposits, including
bulk deposits, remain uniform across all branches and customers for deposits of similar amount accepted
on the same date, thereby prohibiting discriminatory pricing by RRBs.

Insights:

» With effect from October 1, 2026, Regional Rural Banks (RRBs) must ensure that all interest rates on
deposits, including bulk deposits, strictly match the schedule disclosed in advance on their official
website, as per the amended Directions to the November 28, 2025 circular.

* RRBs are required to publish the applicable bulk deposit interest rates on their website every business
day at 10:00 am, with a maximum permissible grace period up to 10:10 am, and must align internal
systems to prevent late or ad-hoc rate changes.

* RRBs must implement controls to ensure uniform interest rates on deposits, including bulk deposits,
across all branches and customer segments, eliminating any differential treatment for deposits of similar
amount accepted on the same date.

¢ Internal policies, rate-setting committees, and branch-level instructions under the original 2025
‘Regional Rural Banks — Interest Rate on Deposits’ Directions must be updated to reflect the substituted
paragraphs 6(2) and 6(3) introduced by the Second Amendment Directions, 2026.

¢ RRBs should enhance their IT and compliance monitoring frameworks to log daily website publication
times and verify that branch-level deposit contracts strictly adhere to the disclosed schedule, ensuring
demonstrable compliance during supervisory reviews.

Further details can be found on:
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Jul 30, 2026 : Reserve Bank of India (Small Finance Banks — Interest Rate

on Deposits) Second Amendment Directions, 2026

Tags:
Small Finance Banks, Interest Rate on Deposits, Bulk Deposits, Liquidity Coverage Ratio (LCR), Interest
Rate Disclosure Requirements

Summary:

The Reserve Bank of India’s Second Amendment Directions, 2026 on ‘Small Finance Banks — Interest Rate
on Deposits’ revise norms for interest rates on rupee deposits, including bulk deposits, effective October
1, 2026. Small Finance Banks must now disclose bulk deposit interest rates on their websites every
business day by 10:10 am, ensure uniform interest rates for deposits of similar amount and date across all
branches and customers, and are permitted to offer differential interest rates on bulk deposits based on
applicable Liquidity Coverage Ratio (LCR) run-off rates under the ALM framework. These changes directly
impact Small Finance Banks’ deposit pricing, disclosure practices, and liquidity management alignment
with the LCR framework.

Insights:

» With effect from October 1, 2026, Small Finance Banks (SFBs) must ensure that interest on all rupee
deposits, including bulk deposits, is strictly in line with the pre-disclosed schedule of interest rates on
their websites, as per the amended 2025 Directions.

¢ SFBs are required to publish bulk deposit interest rates on their websites every business day by 10:00
am, with an absolute latest cut-off of 10:10 am, necessitating system and process changes to time-stamp
and automate rate disclosures.

e Under the revised para 6(2) of Chapter I, SFBs must apply uniform interest rates across all branches and
customers for deposits of similar amount accepted on the same date, and eliminate any branch-level or
customer-specific rate negotiations outside the disclosed schedule.

® By virtue of new para 9(4) in Chapter Ill, SFBs may offer differentiated interest rates on domestic rupee
bulk deposits based on applicable LCR run-off rates, and must align such pricing with the ‘RBI (Small
Finance Banks — Asset Liability Management) Directions, 2025’.

e Similarly, under new para 26(3)(iv) in Chapter IV, SFBs can differentiate interest rates on non-resident
rupee bulk deposits using LCR run-off rates for deposits/unsecured wholesale funding, and must update
ALM and pricing models to integrate these LCR parameters.

Further details can be found on:
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Jul 30, 2026 : Reserve Bank of India (Commercial Banks — Interest Rate on

Deposits) Second Amendment Directions, 2026

Tags:
Bulk Deposits, Interest Rate Disclosure, Liquidity Coverage Ratio (LCR), Asset Liability Management (ALM),
Commercial Banks

Summary:

The RBI’s Second Amendment Directions, 2026 to the ‘Commercial Banks — Interest Rate on Deposits’
Directions, 2025 revise rules on interest rates for rupee deposits, especially bulk deposits, effective
October 1, 2026. Banks must now publish uniform, non-discriminatory deposit interest rates (including on
bulk deposits) in advance on their websites, with bulk deposit rates specifically disclosed each business
day by 10:10 am, while being allowed to offer differential rates on bulk deposits based on applicable
Liquidity Coverage Ratio (LCR) run-off rates under the Asset Liability Management Directions, 2025. These
changes apply to all commercial banks and cover both domestic rupee deposits and rupee deposits of
non-residents.

Insights:

* From October 1, 2026, banks must ensure that all Rupee bulk deposit interest rates are published on
their website daily at 10:00 am, with a hard cut-off for any update by 10:10 am on each business day, as
per amended para 7(3) of the 2025 Directions.

* Banks must standardize interest rates across all branches and customer segments so that, for any
deposits (including bulk) of similar amount accepted on the same date, no discriminatory rates are
applied, in line with the revised para 7(2) of the 2025 Directions.

¢ Core banking and treasury systems must be aligned so that interest applied on all deposits, especially
bulk deposits, strictly matches the schedule of interest rates disclosed in advance on the bank’s website
under the amended Chapter Il framework.

* For domestic Rupee bulk deposits, banks may implement differentiated pricing grids that factor in the
applicable LCR run-off rates for deposits or unsecured wholesale funding, as permitted under new para
10(4) read with RBI (Commercial Banks — Asset Liability Management) Directions, 2025.

¢ For Rupee deposits of non-residents, banks can similarly offer differentiated interest rates on bulk
deposits based on the relevant LCR run-off rates, in accordance with the newly inserted para 27(3)(iv) and
the 2025 ALM Directions.

Further details can be found on:
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Jul 30, 2026 : Reserve Bank of India (Small Finance Banks — Financial

Statements: Presentation and Disclosures) Fourth Amendment Directions,
2026

Tags:
Financial Statements Presentation and Disclosures, Basel Pillar 3 Disclosures, Liquidity Coverage Ratio
(LCR) and Net Stable Funding Ratio (NSFR), Remuneration Disclosure Requirements

Summary:

The Reserve Bank of India has issued the Reserve Bank of India (Small Finance Banks — Financial
Statements: Presentation and Disclosures) Fourth Amendment Directions, 2026, modifying the existing
2025 Directions. With effect from April 1, 2027, Small Finance Banks are no longer required to provide
disclosures on the Liquidity Coverage Ratio (LCR), Net Stable Funding Ratio (NSFR), and remuneration
under paragraphs 10(2)(ii), 10(2)(iii), and 10(13), aligning financial statement disclosures with the revised
Basel Pillar 3 capital adequacy norms. These changes specifically impact Small Finance Banks’ regulatory
reporting and disclosure requirements.

Insights:

* With effect from April 1, 2027, Small Finance Banks (SFBs) must stop providing Liquidity Coverage Ratio
(LCR) disclosures under para 10(2)(ii) of the RBI (SFBs — Financial Statements: Presentation and
Disclosures) Directions, 2025, as this paragraph stands deleted by the Fourth Amendment Directions,
2026.

» With effect from April 1, 2027, SFBs must discontinue Net Stable Funding Ratio (NSFR) disclosures
mandated under para 10(2)(iii) of the 2025 Directions, since this paragraph has been deleted by the
Fourth Amendment Directions, 2026.

* SFBs must update annual report and financial statement disclosure templates before the FY 2027-28
reporting cycle to reflect removal of LCR and NSFR disclosure tables previously required under paras
10(2)(ii)—(iii) of the 2025 Directions.

* Remuneration disclosures under para 10(13) of the RBI (SFBs — Financial Statements: Presentation and
Disclosures) Directions, 2025 stand withdrawn from April 1, 2027, and SFBs should revise board-approved
disclosure policies and formats accordingly.

¢ In implementing these changes, SFBs must align Pillar 3 disclosure practices with the Reserve Bank of
India (Small Finance Banks — Prudential Norms on Capital Adequacy) Fifth Amendment Directions, 2026,
ensuring that any LCR/NSFR and remuneration data are disclosed only as required under the updated
Basel Pillar 3 framework.

Further details can be found on:
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Jul 30, 2026 : Reserve Bank of India (Small Finance Banks — Governance)
Third Amendment Directions, 2026

Tags:
Small Finance Banks, Governance Directions, Variable Pay and Share-linked Instruments, Basel Pillar 3
Disclosures, Remuneration Disclosure Requirements

Summary:

The Reserve Bank of India has issued the Reserve Bank of India (Small Finance Banks — Governance) Third
Amendment Directions, 2026, aligning governance-related remuneration provisions for Small Finance
Banks with recent Basel Pillar 3 capital adequacy disclosure requirements. The amendments clarify that
share-linked instruments are to be treated as part of variable pay, must be fair valued at the grant date
using the Black-Scholes model and expensed from the relevant accounting period, and require annual
disclosures on remuneration of WTDs/MD&CEO/MRTs in line with the specified financial statement and
capital adequacy disclosure Directions. These changes apply to all Small Finance Banks and come into
effect from April 1, 2027.

Insights:

* Small Finance Banks (SFBs) must update their Board-approved compensation policies by April 1, 2027 to
treat all share-linked instruments as a component of variable pay in line with the amended Para
55(3)(ii)(f) of the 2025 Governance Directions.

* SFBs must frame specific norms for grant of share-linked instruments (e.g., eligibility, limits, vesting
conditions) ensuring conformity with applicable statutory provisions and align them with RBI’s Small
Finance Banks — Governance Directions, 2025 as amended.

e From April 1, 2027, SFBs must fair value all share-linked instruments on the date of grant using the
Black-Scholes model and begin recognising the resulting fair value expense from the accounting period for
which the approval of such grant has been obtained.

e Details of share-linked instruments granted must, from the first reporting period after April 1, 2027, be
disclosed in accordance with the Reserve Bank of India (Small Finance Banks: Financial Statements —
Presentation and Disclosures) Directions, 2025 and the amended Small Finance Banks — Prudential Norms
on Capital Adequacy Directions, 2025 (Basel Pillar 3).

e Annual disclosures on remuneration of WTDs / MD&CEO / MRTs must, at a minimum, be included in the
Annual Financial Statements as per the revised Para 55(7), strictly following the formats and requirements
under the 2025 Financial Statements — Presentation and Disclosures Directions and the amended Capital
Adequacy Directions, 2025.

Further details can be found on:
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Jul 30, 2026 : Reserve Bank of India (Small Finance Banks — Asset Liability
Management) Amendment Directions, 2026

Tags:
Small Finance Banks (SFBs), Asset Liability Management (ALM), LCR and NSFR Disclosures, Basel Pillar 3,
Capital Adequacy and Financial Statement Disclosures

Summary:

The Reserve Bank of India has issued the Reserve Bank of India (Small Finance Banks — Asset Liability
Management) Amendment Directions, 2026, to align Small Finance Banks’ liquidity disclosures with
updated Basel Pillar 3 requirements. The amendment replaces Paragraphs 197 and 243 of the 2025 ALM
Directions, mandating that Small Finance Banks use the Liquidity Coverage Ratio (LCR) and Net Stable
Funding Ratio (NSFR) disclosure templates and instructions specified in the RBI’s 2025 Directions on
Financial Statements: Presentation and Disclosures and Prudential Norms on Capital Adequacy. These
changes apply to all Small Finance Banks and will be effective from April 1, 2027.

Insights:

® From April 1, 2027, Small Finance Banks (SFBs) must source all Liquidity Coverage Ratio (LCR) disclosure
templates and instructions from the RBI (SFBs — Financial Statements: Presentation and Disclosures)
Directions, 2025 and RBI (SFBs — Prudential Norms on Capital Adequacy) Directions, 2025 instead of the
earlier Paragraph 197 text.

* From April 1, 2027, Net Stable Funding Ratio (NSFR) disclosure templates and instructions for SFBs must
be aligned with the RBI (SFBs — Financial Statements: Presentation and Disclosures) Directions, 2025 and
RBI (SFBs — Prudential Norms on Capital Adequacy) Directions, 2025, replacing the earlier guidance under
Paragraph 243.

e Compliance teams of SFBs must update internal ALM and disclosure policies by March 31, 2027 to
explicitly cross-reference the 2025 Financial Statements and Capital Adequacy Directions for LCR and
NSFR templates.

* Regulatory reporting and MIS systems used for LCR/NSFR by SFBs must be re-mapped to the Basel Pillar
3-aligned formats prescribed in the 2025 Capital Adequacy Directions in advance of the April 1, 2027
effective date.

¢ Any legacy formats or instructions for LCR and NSFR embedded in the original 2025 ALM Directions
(Paragraphs 197 and 243) should be treated as superseded for disclosure purposes from April 1, 2027 and
removed from operational manuals.

Further details can be found on:
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Jul 30, 2026 : Reserve Bank of India (Small Finance Banks — Prudential

Norms on Capital Adequacy) Fifth Amendment Directions, 2026

Tags:
Small Finance Banks (SFBs), Pillar 3 Disclosures, Capital Adequacy and Leverage Ratio, Credit Risk and
Securitisation Reporting, Liquidity (LCR/NSFR) Disclosure Requirements

Summary:

The Reserve Bank of India’s (Small Finance Banks — Prudential Norms on Capital Adequacy) Fifth
Amendment Directions, 2026 revise the Pillar 3 disclosure framework for Small Finance Banks (SFBs) to
align more closely with Basel standards, replacing earlier references (e.g., Table DF4) with a detailed suite
of new templates (KM1, OV1, CRD/CR4/CR5, LR1/LR2, LIQ1/LIQ2, etc.) and a fully substituted Annex lIl.
The amendments introduce stricter and more structured requirements on assurance and board-approved
disclosure policies, qualitative and quantitative risk disclosures (credit risk, CCR, securitisation, leverage,
liquidity, remuneration, IRRBB, operational risk), mandatory website ‘Regulatory Disclosure Section’ with
five-year archives, specified formats/frequencies (quarterly, semi-annual, annual), and explicit leverage
ratio disclosure and reporting norms. These Directions apply to all Small Finance Banks (listed or unlisted)
for disclosures beginning June 30, 2027 (quarterly), September 30, 2027 (half-yearly) and March 31, 2028
(annually).

Insights:

e From April 1, 2027, all Small Finance Banks must publish standalone Pillar 3 ‘Regulatory Disclosure
Section’ reports in the revised Annex Ill format (KM1, OV1, CRD, CR4, CR5, LR1, LR2, LIQ1, LIQ2 etc.) and
keep a 5-year online archive.

¢ Quarterly, semi-annual and annual Pillar 3 disclosures under the amended Directions must follow the
new start dates: quarter ending June 30, 2027; half-year ending September 30, 2027; and year ending
March 31, 2028, respectively.

¢ Boards of SFBs must approve a formal Pillar 3 disclosure policy and ensure at least board-level written
attestation by one or more senior officers that all Pillar 3 disclosures follow approved internal control
processes (new para 192).

¢ All SFBs, including unlisted and those not publishing financial results, are now mandatorily subject to
Pillar 3 disclosures, replacing earlier scope limitations and deleting para 191 of the 2025 Directions.

¢ From the first quarter ending June 30, 2027, SFBs must publicly disclose the Basel Il leverage ratio and
submit LR1/LR2 templates quarterly to RBI’s Department of Supervision, replacing the earlier para
206/207 leverage disclosure framework.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13652&Mode=0
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Jul 30, 2026 : Reserve Bank of India (Payments Banks — Financial

Statements: Presentation and Disclosures) Second Amendment
Directions, 2026

Tags:
Payments Banks, Financial Statements Presentation, Disclosures Requirements, Remuneration Disclosure
Deletion, RBI Regulatory Amendment

Summary:

The Reserve Bank of India has issued the Reserve Bank of India (Payments Banks — Financial Statements:
Presentation and Disclosures) Second Amendment Directions, 2026, modifying the existing 2025
Directions. The amendment deletes paragraph 10(11) relating to disclosures on remuneration from the
financial statements and disclosure requirements applicable to payments banks. These changes will apply
to all payments banks with effect from April 1, 2027.

Insights:
¢ Payments Banks must update their financial statement presentation and disclosure policies to remove
remuneration-related disclosures earlier required under Paragraph 10(11) of the 2025 Directions.

e From April 1, 2027, Payments Banks’ annual reports and Pillar 3 disclosure packs should exclude the
deleted Paragraph 10(11) remuneration disclosure, ensuring alignment with the Second Amendment
Directions, 2026.

e Compliance teams should revise internal checklists and board/committee reporting formats so that
references to Paragraph 10(11) of the Reserve Bank of India (Payments Banks — Financial Statements:
Presentation and Disclosures) Directions, 2025 are formally withdrawn.

¢ While implementing Basel Pillar 3-related changes under the RBI (Small Finance Banks — Prudential
Norms on Capital Adequacy) Fifth Amendment Directions, 2026, Payments Banks must ensure that no
legacy remuneration disclosure requirements from Paragraph 10(11) are inadvertently retained.

» Before finalising FY 2027-28 financial statements, Payments Banks’ statutory auditors should verify that
remuneration disclosures are not made under the now-deleted Paragraph 10(11) and that all disclosures
conform to the amended Directions.

Further details can be found on:
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Jul 30, 2026 : Reserve Bank of India (Payments Banks — Governance) Third
Amendment Directions, 2026

Tags:
Payments Banks Governance, Variable Pay Share-linked Instruments, Basel Pillar 3 Disclosures,
Remuneration Disclosure Requirements, RBI Prudential Norms Compliance

Summary:

The Reserve Bank of India has issued the Reserve Bank of India (Payments Banks — Governance) Third
Amendment Directions, 2026, revising compensation and disclosure norms for payments banks. The
amendments clarify that share-linked instruments are to be treated as variable pay, must be fair valued at
grant using the Black-Scholes model, expensed from the relevant accounting period, and disclosed as per
the Payments Banks financial statement and capital adequacy disclosure norms; they also mandate
annual disclosure of remuneration for WTDs/MD&CEO/MRTs in the annual financial statements. These
changes apply to all payments banks and come into effect from April 1, 2027.

Insights:
* Payments Banks must update their Board-approved compensation policies by April 1, 2027 to treat all
share-linked instruments as a component of variable pay in line with revised para 37(3)(ii)(f).

¢ Banks issuing share-linked instruments must frame grant norms consistent with applicable law and
ensure these norms are explicitly integrated into their compensation policy before granting such
instruments post—April 1, 2027.

» Share-linked instruments granted to staff must be fair valued on the grant date using the Black-Scholes
model, and the computed fair value must be expensed from the accounting period for which approval is

granted.

* From April 1, 2027, disclosures relating to share-linked instruments must align with the Reserve Bank of
India (Payments Banks: Financial Statements — Presentation and Disclosures) Directions, 2025 and the
Reserve Bank of India (Payments Banks — Prudential Norms on Capital Adequacy) Directions, 2025, as
referenced in the amended para 37(3)(ii)(f).

¢ Payments Banks must ensure that annual remuneration disclosures for WTDs / MD&CEOQO / MRTs in
Annual Financial Statements comply with the revised para 37(7), specifically following the disclosure
formats prescribed in the 2025 Financial Statements — Presentation and Disclosures Directions and the
2025 Prudential Norms on Capital Adequacy Directions.

Further details can be found on:
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Jul 30, 2026 : Reserve Bank of India (Commercial Banks — Financial
Statements: Presentation and Disclosures) Eighth Amendment Directions,
2026

Tags:
Commercial Banks, Financial Statements Presentation and Disclosures, Basel Pillar 3, LCR and NSFR
Disclosures, Remuneration Disclosures

Summary:

The Reserve Bank of India has issued the Reserve Bank of India (Commercial Banks — Financial Statements:
Presentation and Disclosures) Eighth Amendment Directions, 2026, which amend the 2025 Directions on
financial statement presentation and disclosures for commercial banks. With effect from April 1, 2027,
the circular deletes the specific disclosure requirements relating to Liquidity Coverage Ratio (LCR), Net
Stable Funding Ratio (NSFR) (paragraphs 10(2)(ii) and 10(2)(iii)), and remuneration disclosures (paragraph
10(13)). These changes impact all commercial banks governed by the 2025 Directions, altering the scope
of their mandatory public disclosures in financial statements.

Insights:

* From April 1, 2027, commercial banks must cease presenting Liquidity Coverage Ratio (LCR) and Net
Stable Funding Ratio (NSFR) disclosures under paragraphs 10(2)(ii) and 10(2)(iii) of the 2025 Financial
Statements Directions and instead align with the Basel Pillar 3 disclosure framework under the 2026
Capital Adequacy Seventh Amendment Directions.

* Banks must update their annual report and financial statement templates before FY 2027-28 to remove
standalone LCR and NSFR tables earlier reported under paragraph 10(2) of the 2025 Directions, ensuring
no duplication with Pillar 3 disclosures.

e Internal disclosure and regulatory reporting policies must be revised by March 31, 2027, to reflect
deletion of paragraph 10(13) (remuneration disclosures) from the 2025 Financial Statements Directions
and to map any such disclosures to the latest applicable RBI framework, if required.

* Compliance, finance, and investor relations teams should reconfigure disclosure checklists and board
approval notes to reference the Reserve Bank of India (Commercial Banks — Prudential Norms on Capital
Adequacy) Seventh Amendment Directions, 2026, as the primary source for Basel Pillar 3 disclosures,
replacing the deleted clauses of the 2025 Directions.

¢ Banks’ audit committees must ensure that statutory auditors are informed, before the April 1, 2027
effective date, that LCR/NSFR and remuneration disclosures previously mandated under paragraphs
10(2)(ii), 10(2)(iii), and 10(13) of the 2025 Directions are withdrawn and should not be qualified as

omissions.

Further details can be found on:
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Jul 30, 2026 : Reserve Bank of India (Commercial Banks — Governance)
Third Amendment Directions, 2026

Tags:
Commercial Banks Governance, Variable Pay Share-linked Instruments, Basel Pillar 3 Disclosures,
Remuneration Disclosure Requirements, Private Sector Banks (PVBs)

Summary:

The Reserve Bank of India (Commercial Banks — Governance) Third Amendment Directions, 2026 amend
the 2025 Governance Directions to align remuneration-related disclosures with the revised Basel Pillar 3
and financial statement disclosure framework. For private sector banks (PVBs), share-linked instruments
are explicitly classified as variable pay, must be fair valued at grant using the Black-Scholes model and
expensed from the approved accounting period, and their details, along with remuneration of
WTDs/MD&CEO/CEO/MRTs, must be disclosed in line with the RBI’s Financial Statements — Presentation
and Disclosures and Capital Adequacy Directions. These amendments apply to commercial banks,
particularly PVBs, and take effect from April 1, 2027.

Insights:
e Private sector banks (PVBs) must update their Board-approved compensation policies by April 1, 2027,

to explicitly treat all share-linked instruments as a component of variable pay in line with the amended
Para 63(3)(ii)(f).

® PVBs issuing share-linked instruments must frame grant norms compliant with applicable statutory
provisions and ensure these norms are embedded in their compensation policy before any further
issuances post April 1, 2027.

e For all share-linked instruments granted on or after April 1, 2027, PVBs must fair value them at the grant
date using the Black-Scholes model and recognise the computed fair value as an expense from the
relevant accounting period.

¢ Annual disclosures on remuneration of WTDs/MD&CEO/CEO/MRTs must, from FY 2027-28 onwards, be
made as part of the Annual Financial Statements strictly in the format prescribed under the RBI
(Commercial Banks: Financial Statements — Presentation and Disclosures) Directions, 2025, replacing the
earlier cross-reference to the Capital Adequacy disclosure norms.

* Finance, HR and compliance functions must realign all existing and future remuneration and disclosure
templates to the amended Paras 63(3)(ii)(f) and 63(7), ensuring that Basel Pillar 3 / Capital Adequacy-
based disclosure references are removed and replaced with the 2025 Financial Statements — Presentation
and Disclosures Directions.

Further details can be found on:
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Jul 30, 2026 : Reserve Bank of India (Commercial Banks — Asset Liability

Management) Second Amendment Directions, 2026

Tags:
Asset Liability Management (ALM), Basel III Pillar 3 Disclosures, Liquidity Coverage Ratio (LCR), Net Stable
Funding Ratio (NSFR), Commercial Banks Regulatory Reporting

Summary:

The Reserve Bank of India has issued the Reserve Bank of India (Commercial Banks — Asset Liability
Management) Second Amendment Directions, 2026, aligning liquidity coverage ratio (LCR) and net stable
funding ratio (NSFR) disclosure requirements with the revised Basel Pillar 3 disclosure framework.
Specifically, Paragraphs 204 and 250 of the 2025 Asset Liability Management Directions are amended to
require banks to use the LCR and NSFR disclosure templates and instructions prescribed in the RBI’s 2025
Directions on Financial Statements: Presentation and Disclosures and Prudential Norms on Capital
Adequacy. These amendments apply to all commercial banks and will come into force from April 1, 2027.

Insights:

e From April 1, 2027, banks must source their Liquidity Coverage Ratio (LCR) disclosure templates and
instructions exclusively from the RBI (Commercial Banks — Financial Statements: Presentation and
Disclosures) Directions, 2025 and (Commercial Banks — Prudential Norms on Capital Adequacy) Directions,
2025, replacing the earlier para 204 framework.

® From April 1, 2027, banks must align Net Stable Funding Ratio (NSFR) disclosures with the templates and
instructions prescribed in the RBI (Commercial Banks — Financial Statements: Presentation and
Disclosures) Directions, 2025 and (Commercial Banks — Prudential Norms on Capital Adequacy) Directions,
2025, as substituted for para 250.

¢ Banks’ ALM, risk, and finance teams must update internal policies, reporting formats, and systems for
LCR and NSFR disclosures to reflect the cross-referenced Basel Pillar 3 disclosure rules under the Seventh
Amendment to Capital Adequacy Directions, 2026.

* Any existing internal or board-approved instructions that rely on the pre-amendment text of paragraphs
204 and 250 of the 2025 ALM Directions must be revised or withdrawn and replaced with references to
the updated disclosure sources before the April 1, 2027 effective date.

¢ Banks must complete impact assessment and staff training on the new LCR/NSFR disclosure linkages to
Financial Statements and Capital Adequacy Directions, 2025 well before April 1, 2027 to ensure
uninterrupted and compliant regulatory reporting.

Further details can be found on:
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Jul 30, 2026 : Reserve Bank of India (Commercial Banks — Prudential
Norms on Capital Adequacy) Seventh Amendment Directions, 2026

Tags:
Pillar 3 Disclosures, Capital Adequacy — Commercial Banks, Credit Risk & RWA Reporting, Liquidity &
NSFR/LCR Disclosure, RBI Basel Il Compliance

Summary:

The Reserve Bank of India’s (Commercial Banks — Prudential Norms on Capital Adequacy) Seventh
Amendment Directions, 2026 align Indian Pillar 3 disclosure rules more closely with Basel standards by
overhauling Annex lll, strengthening governance and assurance over regulatory disclosures, and clarifying
the scope and level (consolidated and standalone) at which Pillar 3 applies. The amendment replaces
earlier DF tables with new standardised templates (e.g., KM1, OV1, CR3—CR5, CC1-CC2, LIQ1-LIQ2, etc.),
introduces detailed qualitative and quantitative disclosure formats for capital, credit risk, securitisation,
liquidity, remuneration, macroprudential buffers, and asset encumbrance, mandates a board-approved
Pillar 3 disclosure policy and senior officer attestation, and sets phased timelines for quarterly, semi-
annual, and annual reporting from FY 2027-28 onward. These requirements apply to all commercial banks
in India (including non-listed banks and foreign bank branches) that are subject to the capital adequacy
framework.

Insights:

® From April 1, 2027, all commercial banks must transition Pillar 3 credit-risk disclosures from legacy DF
tables to the new Basel-aligned templates (e.g., replace DF4 with Table CRD/CR4/CR5 and DF5 with Table
CRC/CR3) and reconfigure reporting systems accordingly.

* Banks must establish and Board-approve a formal Pillar 3 disclosure policy (covering internal controls,
assurance, review processes and proprietary/confidential information handling) and ensure at least one
Board-level senior officer provides written attestation for every Pillar 3 report.

¢ Banks must implement a standalone ‘Regulatory Disclosure Section’ on their website, with a prominent
home-page link and a minimum 5-year archive of Pillar 3 reports, ensuring format and templates strictly
follow the revised Annex Ill (including KM1, OV1, CC1, LIQ1, LIQ2, REM, CR, SEC, NSFR/LCR templates).

* Banks must realign disclosure frequencies and timelines so that the first quarterly Pillar 3 disclosure
under the amended Directions is for quarter ended June 30, 2027, first semi-annual for September 30,
2027, and first annual for FY ending March 31, 2028, with subsequent reports issued on the same periodic
basis.

Further details can be found on:
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Jul 17, 2026 : Special Rupee Vostro Accounts (SRVAs)

Tags:
Special Rupee Vostro Accounts (SRVA), Cross-border Trade Settlement in INR, AD Category-l Banks, FEMA
Compliance, Consolidation of RBI Circulars

Summary:

The Reserve Bank of India has consolidated and rationalised all previous instructions on International
Trade Settlement in Indian Rupees by issuing a unified framework for Special Rupee Vostro Accounts
(SRVAs) for Authorised Dealer (AD) Category-I banks. The circular permits AD banks to open SRVAs for
their own foreign branches or overseas banks without prior RBI approval, allows settlement of all
permissible current and capital account transactions (including trade) in INR through SRVAs, and enables
opening of additional current accounts specifically for export/import settlement, while investments from
SRVA balances in debt instruments are to follow the 2025 non-resident debt investment directions. AD
banks are required to ensure documentation and reporting under FEMA, periodically update SRVA details
in the FEDAI SRVA directory, and inform their constituents and customers of these revised instructions.

Insights:

* AD Cat-I banks may open and operate Special Rupee Vostro Accounts (SRVAs) for overseas
branches/correspondent banks without separate RBI approval, strictly under Regulation 7(1) of FEMA
(Deposit) Regulations, 2016.

¢ All cross-border trade invoicing, payment and settlement in INR via SRVAs, including all permissible
current and capital account transactions under FEMA, must comply with existing FEMA 1999
documentation and reporting norms.

¢ AD banks maintaining SRVAs are permitted to open additional current accounts exclusively for
settlement of export/import transactions and must align all such operations with this circular, which
supersedes earlier SRVA instructions.

¢ Balances in SRVAs may be funded only through inward remittances, transfers from repatriable INR
accounts, or proceeds from permissible FEMA transactions, and any investment in debt instruments must
follow the RBI (Non-resident Investment in Debt Instruments) Directions, 2025.

e Circulars A.P. (DIR Series) No. 10 (11.07.2022), 08 (17.11.2023), 11 (11.06.2024), 08 (05.08.2025) and 14
(03.10.2025) stand superseded/merged; AD banks must update internal policies and ensure SRVA details
are periodically reported for inclusion in the FEDAI ‘SRVA directory’ with immediate effect.

Further details can be found on:
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Jul 16, 2026 : Reserve Bank of India (Local Area Banks — Income

Recognition, Asset Classification and Provisioning) Second Amendment
Directions, 2026

Tags:
Local Area Banks (LABs), Income Recognition, Specified Non-Financial Assets (SNFA), Asset Classification
and Provisioning, RBI Prudential Norms

Summary:

The RBI’s Second Amendment Directions, 2026 on Income Recognition, Asset Classification and
Provisioning for Local Area Banks introduce specific norms for income recognition relating to Specified
Non-Financial Assets (SNFAs). Local Area Banks are prohibited from recognizing accrued but unrealised
interest/charges from extinguished exposures prior to SNFA acquisition as income, must reverse any such
unrealised income booked on SNFAs outstanding as on September 30, 2026 by September 30, 2027
through the P&L, and are required to recognise all subsequent SNFA-related receipts as non-
interest/other income and related expenses in the year of occurrence. These amended requirements
apply to Local Area Banks with effect from October 1, 2026.

Insights:

* Local Area Banks (LABs) acquiring Specified Non-Financial Assets (SNFAs) must stop recognising any
accrued but unrealised interest/charges from the extinguished exposure (for periods prior to acquisition)
as income with effect from October 1, 2026 (para 119C).

¢ LABs must identify all SNFAs outstanding as on September 30, 2026 and reverse, through the Profit and
Loss account, any portion of pre-acquisition interest/charges earlier recognised as income but remaining
unrealised, by September 30, 2027 (para 119C).

¢ From October 1, 2026, income received from SNFAs must be booked only as ‘non-interest/other
income’ in the year of realisation, and all upkeep expenses on SNFAs must be expensed in the year
incurred (para 119D).

¢ LABs should update income-recognition and accounting policies under their IRACP framework to
incorporate new Chapter V clauses 119C and 119D, aligning with the ‘Reserve Bank of India (Local Area
Banks — Resolution of Stressed Assets) Second Amendment Directions, 2026’ referenced in this circular.

¢ Finance, risk, and IT teams of LABs must adjust MIS and reporting frameworks to separately track SNFAs,
ensure correct classification of SNFA-related income/expenses, and enable timely P&L reversals before
the September 30, 2027 deadline.

Further details can be found on:
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Jul 16, 2026 : Reserve Bank of India (Regional Rural Banks — Income

Recognition, Asset Classification and Provisioning) Second Amendment
Directions, 2026

Tags:
Regional Rural Banks (RRBs), Income Recognition, Specified Non-Financial Assets (SNFA), Asset
Classification and Provisioning, RBI Prudential Norms Amendment

Summary:

The RBI’s Second Amendment Directions, 2026 to the ‘Regional Rural Banks — Income Recognition, Asset
Classification and Provisioning’ framework introduce specific norms for income recognition relating to
Specified Non-Financial Assets (SNFA). Regional Rural Banks must stop recognising any accrued but
unrealised interest/charges from extinguished exposures as income upon acquisition of SNFAs, reverse
such unrealised income booked up to September 30, 2026 through the P&L by September 30, 2027, and
henceforth recognise all income and expenses on SNFAs only on a realised basis as non-interest/other
income and corresponding expenses. These requirements are effective from October 1, 2026 and apply to
all Regional Rural Banks covered under the Directions.

Insights:

¢ From October 1, 2026, RRBs must cease recognizing any accrued but unrealised interest/charges from
extinguished exposures as income upon acquisition of Specified Non-Financial Assets (SNFA) under the
amended Chapter V — Income Recognition (new paras 68C—68D).

* RRBs must identify all SNFAs outstanding as on September 30, 2026 where pre-acquisition accrued
interest/charges were booked as income, and reverse the unrealised portion through the Profit & Loss
account by September 30, 2027.

* Finance and accounting systems of RRBs must be reconfigured so that any income from SNFAs is booked
strictly as ‘non-interest/other income’ in the year of actual realisation, and not treated as interest income.

* RRBs must ensure all expenses related to upkeep/maintenance of SNFAs are recorded as expenses in
the income statement in the financial year incurred, aligning chart of accounts and internal policies with
new para 68D.

* These Income Recognition amendments follow and align with the ‘Reserve Bank of India (Regional Rural
Banks — Resolution of Stressed Assets) Second Amendment Directions, 2026’ dated July 16, 2026, and
RRBs must review those Directions in tandem to ensure consistent treatment of SNFAs and extinguished
exposures.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13579&Mode=0
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Jul 16, 2026 : Reserve Bank of India (Rural Co-operative Banks — Income

Recognition, Asset Classification and Provisioning) Third Amendment
Directions, 2026

Tags:
Rural Co-operative Banks, Income Recognition, Specified Non-Financial Assets (SNFA), Asset Classification
and Provisioning, RBI Amendment Directions 2026

Summary:

The RBI’s Third Amendment Directions, 2026 for Rural Co-operative Banks revise the income recognition
norms for acquisition of Specified Non-Financial Assets (SNFAs). Banks are barred from recognizing any
accrued but unrealised interest or charges from the extinguished exposure prior to SNFA acquisition and
must reverse such unrealised income (if already booked) through the profit and loss account by
September 30, 2027. Henceforth, any income from SNFAs must be recorded as non-interest/other income
and related expenses recognized in the year incurred, with these changes effective from October 1, 2026,
and applicable to all rural co-operative banks.

Insights:

* Rural Co-operative Banks (RCBs) acquiring Specified Non-Financial Assets (SNFAs) must cease
recognising any accrued but unrealised interest/charges from the extinguished exposure (pre-acquisition
period) as income, with effect from October 1, 2026, per RBI (RCBs — IRACP) Third Amendment Directions,
2026.

* RCBs must identify all SNFAs outstanding as on September 30, 2026 where pre-acquisition accrued
interest/charges have been recognised but remain unrealised, and reverse such income through the Profit
& Loss account by September 30, 2027.

¢ From October 1, 2026, all cash flows from SNFAs must be booked strictly as ‘non-interest/other income’
in the financial year of realisation, requiring chart-of-accounts and reporting system changes to segregate
SNFA income from interest income.

¢ Any expenditure on upkeep, maintenance, or related costs of SNFAs must be recognised as expenses in
the income statement in the financial year incurred, necessitating tracking of SNFA-specific expense heads
in the GL.

¢ These Third Amendment Directions, 2026 operate consequent to and in alignment with the Reserve
Bank of India (Rural Co-operative Banks — Resolution of Stressed Assets) Second Amendment Directions,
2026 dated July 16, 2026, and RCBs must ensure consistency between their SNFA accounting and stressed
asset resolution practices.

Further details can be found on:
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Jul 16, 2026 : Reserve Bank of India (Urban Cooperative Banks — Income

Recognition, Asset Classification and Provisioning) Second Amendment
Directions, 2026

Tags:
Urban Cooperative Banks (UCBs), Income Recognition, Specified Non-Financial Assets (SNFA), Unrealised
Interest Reversal, RBI Prudential Norms

Summary:

The RBI’s Second Amendment Directions, 2026 to the Urban Cooperative Banks (UCBs) Income
Recognition, Asset Classification and Provisioning framework prescribe specific income recognition norms
for Specified Non-Financial Assets (SNFAs). UCBs shall not recognise any accrued but unrealised interest
or charges from extinguished exposures prior to SNFA acquisition as income, and any such unrealised
income already booked as on September 30, 2026 must be reversed through the Profit and Loss account
by September 30, 2027. Further, any income from SNFAs must be recorded as non-interest/other income
and all related expenses recognised in the year incurred, with the amendments effective from October 1,
2026.

Insights:

* Urban Cooperative Banks (UCBs) acquiring Specified Non-Financial Assets (SNFAs) must, with effect
from October 1, 2026, stop recognising any accrued but unrealised interest/charges from the
extinguished exposure (pre-acquisition period) as income on acquisition of such SNFAs, in line with new
paras 113C-113D of the RBI (UCBs — IRACP) Directions.

¢ UCBs must identify all SNFAs outstanding as on September 30, 2026 where pre-acquisition accrued but
unrealised interest/charges were recognised as income, and reverse such unrealised income through the
Profit & Loss account by September 30, 2027.

¢ Finance and IT teams in UCBs should update accounting policies, GL codes and income-recognition
systems so that any cash flows from SNFAs are booked strictly as ‘non-interest / other income’ and not as
interest income from October 1, 2026.

 Expense heads and processes must be aligned so that all upkeep/maintenance costs related to SNFAs
are expensed in the income statement in the financial year in which they are incurred, rather than
capitalised or deferred, from October 1, 2026.

¢ These Second Amendment Directions, 2026 are consequential to and must be implemented in
conjunction with the ‘Reserve Bank of India (Urban Co-operative Banks — Resolution of Stressed Assets)
Third Amendment Directions, 2026’ dated July 16, 2026, which govern the broader stressed-asset and
SNFA framework.

Further details can be found on:
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Jul 16, 2026 : Reserve Bank of India (All India Financial Institutions —
Income Recognition, Asset Classification and Provisioning) Second

Amendment Directions, 2026

Tags:
All India Financial Institutions (AlFIs), Income Recognition, Specified Non-Financial Assets (SNFA), Asset
Classification and Provisioning, RBI Regulatory Compliance

Summary:

The Reserve Bank of India has issued the Reserve Bank of India (All India Financial Institutions — Income
Recognition, Asset Classification and Provisioning) Second Amendment Directions, 2026 to align income
recognition norms with the revised framework for resolution of stressed assets. The amendment clarifies
that All India Financial Institutions (AIFIs) cannot recognize accrued but unrealised interest and charges
related to exposures extinguished through acquisition of Specified Non-Financial Assets (SNFA), and must
reverse any such unrealised income already booked by September 30, 2027, while recognising any
subsequent income from and expenses on SNFAs as non-interest/other income in the year of
realisation/incurrence. These changes apply to AlFls and take effect from October 1, 2026.

Insights:

« All India Financial Institutions (AIFls) must stop recognising any accrued but unrealised interest/charges
from extinguished exposures as income upon acquisition of Specified Non-Financial Assets (SNFAs), in line
with new paras 116C-116D inserted in Chapter V — Income Recognition.

¢ For SNFAs already on the books as on September 30, 2026, AlFls must reverse, through the Profit and
Loss account, all previously recognised but still unrealised interest/charges related to periods before SNFA
acquisition, no later than September 30, 2027.

* From October 1, 2026, income received from SNFAs must be booked strictly as ‘non-interest/other
income’ in the year of realisation, and not as interest income, requiring chart-of-account and reporting
changes.

¢ From October 1, 2026, all expenses on SNFA upkeep must be recognised in the income statement in the
year incurred, implying AlFIs need to separately track SNFA-related costs for accurate P&L classification.

¢ These Income Recognition amendments are consequential to and must be read with the ‘RBI (All India
Financial Institutions — Resolution of Stressed Assets) Second Amendment Directions, 2026’ dated July 16,
2026, which modify the broader stressed asset resolution framework for AlFls.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13576&Mode=0

www.fintellix.com
©2026 Fintellix India Private Ltd. All rights reserved


https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?Id=13576&Mode=0

ICRA

FINTELLIX

Insights that empower

Jul 16, 2026 : Reserve Bank of India (Non-Banking Financial Companies

Income Recognition, Asset Classification and Provisioning) Third

Amendment Directions, 2026

Tags:
NBFCs Income Recognition, Specified Non-Financial Assets (SNFA), Asset Classification and Provisioning,
Unrealised Interest Reversal, RBI Prudential Norms Amendment

Summary:

The RBI’s Third Amendment Directions, 2026 to the NBFC Income Recognition, Asset Classification and
Provisioning framework introduce specific norms for income recognition related to acquisition of
Specified Non-Financial Assets (SNFAs) by NBFCs, including housing finance companies and NBFC-factors.
NBFCs are prohibited from recognizing accrued but unrealised interest/charges from extinguished
exposures prior to SNFA acquisition as income, and must reverse any such unrealised income booked on
SNFAs outstanding as of September 30, 2026 through the profit and loss account by September 30, 2027.
Any income from or expenses on SNFAs must henceforth be recognized as non-interest/other income or
expense in the year they are actually realised or incurred, effective October 1, 2026.

Insights:

¢ From October 1, 2026, NBFCs acquiring Specified Non-Financial Assets (SNFA) must stop recognising any
accrued but unrealised interest/charges from the extinguished exposure (pre-acquisition period) as
income and update accounting policies accordingly.

¢ NBFCs must identify all SNFA exposures outstanding as on September 30, 2026 and ensure that any
previously recognised but still unrealised pre-acquisition interest/charges are reversed through the Profit
and Loss account by September 30, 2027.

* Finance, accounts and IT systems of NBFCs need reconfiguration so that any income received from an
SNFA is booked only as ‘non-interest/other income’ in the year of realisation, rather than as interest
income.

¢ NBFCs must ensure that all expenses on upkeep/maintenance of SNFA are captured and recognised in
the income statement strictly in the financial year in which they are incurred, aligning chart of accounts
and internal controls to this requirement.

¢ Consequent to the ‘Resolution of Stressed Assets’ Second Amendment Directions, 2026 referenced in
this circular, NBFCs should review and update their stressed asset resolution and SNFA acquisition
processes to ensure consistency with both the earlier resolution framework and these new income-
recognition norms.

Further details can be found on:
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Jul 16, 2026 : Reserve Bank of India (Small Finance Banks — Income

Recognition, Asset Classification and Provisioning) Second Amendment
Directions, 2026

Tags:
Small Finance Banks (SFBs), Income Recognition, Specified Non-Financial Assets (SNFA), Asset
Classification and Provisioning, Regulatory Compliance Effective October 1 2026

Summary:

The Reserve Bank of India has issued the Reserve Bank of India (Small Finance Banks — Income
Recognition, Asset Classification and Provisioning) Second Amendment Directions, 2026, introducing
specific norms for income recognition on acquisition of Specified Non-Financial Assets (SNFA) by Small
Finance Banks. With effect from October 1, 2026, SFBs must not recognise accrued but unrealised
interest/charges from extinguished exposures prior to SNFA acquisition as income and must reverse any
such unrealised income already booked (as on September 30, 2026) through the profit and loss account
by September 30, 2027. Further, any income from SNFAs must be recognised only as non-interest/other
income when realised, and related upkeep expenses must be booked in the year incurred, directly
impacting the accounting and income recognition practices of Small Finance Banks.

Insights:

* Small Finance Banks (SFBs) acquiring Specified Non-Financial Assets (SNFA) must not recognise any
accrued but unrealised interest/charges from the extinguished exposure (pre-acquisition period) as
income from October 1, 2026, in line with the Second Amendment to the ‘Income Recognition, Asset
Classification and Provisioning’ Directions.

¢ SFBs must identify all SNFA exposures outstanding as on September 30, 2026, and reverse, through the
Profit and Loss account, any unrealised interest/charges previously recognised on these exposures by
September 30, 2027, as mandated by para 133C.

* Accounting policies of SFBs must be updated so that any income received from an SNFA is recognised
only as ‘non-interest / other income’ in the year of realisation, rather than as interest income, as per
newly inserted para 133D.

* SFBs must treat all expenses related to upkeep and maintenance of SNFAs strictly as period costs,
recognising them in the income statement in the same financial year in which they are incurred, in
accordance with para 133D.

¢ These amendments to the ‘Small Finance Banks — Income Recognition, Asset Classification and
Provisioning’ Directions are consequential to the ‘Small Finance Banks — Resolution of Stressed Assets —
Second Amendment Directions, 2026’ dated July 16, 2026, and SFBs must ensure alignment between both
sets of directions in their SNFA resolution and accounting processes.

Further details can be found on:
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Jul 16, 2026 : Reserve Bank of India (Commercial Banks — Income

Recognition, Asset Classification and Provisioning) Second Amendment
Directions, 2026

Tags:
Income Recognition, Specified Non-Financial Assets (SNFA), Asset Classification and Provisioning,
Unrealised Interest Reversal, Commercial Banks Compliance

Summary:

The RBI’s Second Amendment Directions, 2026 on Income Recognition, Asset Classification and
Provisioning for commercial banks prescribe how income and expenses related to Specified Non-Financial
Assets (SNFAs) are to be recognised. Banks are prohibited from recognising any accrued but unrealised
interest or charges from the extinguished exposure for periods prior to SNFA acquisition as income, and
must reverse such unrealised income (if already booked) through the Profit and Loss account by
September 30, 2027. Further, any income from SNFAs must be booked as non-interest/other income and
related upkeep expenses must be recognised in the year incurred, with the changes effective from
October 1, 2026, impacting all commercial banks holding or acquiring SNFAs.

Insights:

* Banks acquiring Specified Non-Financial Assets (SNFA) from October 1, 2026 must not book as income
any accrued but unrealised interest/charges relating to the extinguished exposure for periods prior to
acquisition.

e For all SNFAs outstanding in the books as on September 30, 2026, banks must identify unrealised
interest/charges already recognised and reverse them through the Profit and Loss account by September
30, 2027.

¢ Income realised from SNFAs post-acquisition must be classified and reported as ‘non-interest / other
income’ in the year of receipt, requiring changes to chart of accounts/GL mapping and MIS reporting.

¢ Any expenses on upkeep or maintenance of SNFAs must be recognised as period costs in the income
statement in the financial year incurred, necessitating appropriate expense heads and tracking
mechanisms.

* Banks should align these changes with the ‘Reserve Bank of India (Commercial Banks — Resolution of
Stressed Assets) Third Amendment Directions, 2026’ referenced in this circular and update internal
policies/SOPs for SNFA accounting accordingly.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13573&Mode=0

www.fintellix.com
©2026 Fintellix India Private Ltd. All rights reserved


https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?Id=13573&Mode=0

ICRA

FINTELLIX

Insights that empower

Jul 16, 2026 : Reserve Bank of India (Local Area Banks — Resolution of

Stressed Assets) Second Amendment Directions, 2026

Tags:
Specified Non-Financial Assets (SNFA), Non-Banking Assets (NBA), Local Area Banks, Prudential Norms on
Asset Acquisition and Disposal, Stressed Assets Resolution and Disclosure

Summary:

The RBI’s Second Amendment Directions, 2026 to the Reserve Bank of India (Local Area Banks —
Resolution of Stressed Assets) Directions, 2025 introduce prudential norms for specified non-financial
assets (SNFAs), i.e., immovable assets acquired by banks in satisfaction of their claims, including non-
banking assets (NBAs). Local Area Banks must frame board-approved policies on acquisition and disposal
of SNFAs (including caps as a share of total assets and a maximum holding period of seven years), follow
prescribed valuation and provisioning-linked NBV treatment, ensure disposal via public auction without
sale back to borrowers or related parties, and report/ disclose SNFAs separately from NPAs and stressed
exposures. These requirements apply to all SNFAs (including those acquired under SARFAESI), with legacy
SNFAs to be aligned by September 30, 2027 and the Directions effective from October 1, 2026.

Insights:

e Local Area Banks must update their stressed asset / resolution policies to include a separate section on
Specified Non-Financial Assets (SNFAs), covering acquisition, disposal, internal limits (as % of total assets),
delegation matrix, pre-acquisition recovery efforts and a maximum disposal period not exceeding 7 years
(para 7B).

* From October 1, 2026, immovable assets acquired in satisfaction of claims must be treated as SNFAs
only when legal title is transferred to the bank and it can independently deal with the asset; such
acquisition is permitted only where the borrower exposure is already classified as NPA (paras 47C, 47D).

e At acquisition, banks must record SNFAs at the lower of (i) net book value of the extinguished exposure
and (i) distress sale value from at least two independent external valuers, and in partial-extinguishment
cases compute NBV strictly on a proportionate basis as illustrated in para 47H (paras 47G—47H).

* For legacy SNFAs outstanding as on September 30, 2026, banks must align valuation, classification, and
reporting with the new Chapter V-A norms by September 30, 2027, including exclusion of SNFAs from
Gross/Net NPA and stressed exposure figures and separate disclosure as ‘non-banking assets acquired in
satisfaction of claims’ (paras 47B, 47N).

¢ Banks must dispose of SNFAs via public auction following SARFAESI auction principles, ensure assets are
never sold back to the original borrower or related parties (as per IBC definition), and begin reporting
stock and movement of NBAs in CIMS using Annex-2 formats from the effective date October 1, 2026
(paras 47K-47L, 470, Annex-2).

Further details can be found on:
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Jul 16, 2026 : Reserve Bank of India (Regional Rural Banks — Resolution of
Stressed Assets) Second Amendment Directions, 2026

Tags:
Regional Rural Banks (RRBs), Specified Non-Financial Assets (SNFAs), Non-Banking Assets (NBAs),
Prudential Norms and Valuation, Disposal and Reporting Requirements

Summary:

The RBI’s Second Amendment Directions, 2026 to the ‘Regional Rural Banks — Resolution of Stressed
Assets’ framework introduce prudential norms for specified non-financial assets (SNFAs), i.e., immovable
assets acquired by Regional Rural Banks (RRBs) in satisfaction of their claims, including non-banking assets
under the Banking Regulation Act. The circular mandates board-approved policies on acquisition and
disposal (with a maximum holding period of seven years), prescribes valuation and subsequent
measurement norms linked to the net book value of extinguished exposures, prohibits sale back to
borrowers or related parties, and requires separate disclosure and reporting of such assets to NABARD.
These requirements apply to all SNFAs (including legacy assets to be aligned by September 30, 2027) held
by RRBs, effective October 1, 2026.

Insights:

¢ From October 1, 2026, Regional Rural Banks (RRBs) must frame or update Board-approved policies to
cover acquisition, valuation, disposal timelines (max 7 years), limits as % of total assets, and governance
for specified non-financial assets (SNFAs)/NBAs as per new para 7B and Chapter V-A.

* RRBs must ensure SNFAs are acquired only when the borrower exposure is already classified as NPA and
only on a non-recourse basis against full or partial extinguishment of exposure, treating any partial
extinguishment as ‘restructuring’ with corresponding prudential treatment (para 48D—48F).

¢ At acquisition, SNFAs must be recorded at the lower of (a) NBV of extinguished exposure and (b) distress
sale value based on at least two independent external valuers, and thereafter re-measured each reporting
date using ‘notional provisions’ as if the exposure had continued (para 48G—48I).

* RRBs must dispose of SNFAs through public auction at the earliest and strictly within 7 years, complying
with SARFAESI auction principles and ensuring such assets are never sold back to the borrower or related
parties as defined under IBC, 2016 (para 48)—48L).

* By September 30, 2027, all ‘Legacy SNFAs’ outstanding as on September 30, 2026 must be fully aligned
with the new prudential norms and disclosed separately as ‘non-banking assets acquired in satisfaction of
claims’, with detailed stock and movement reporting to NABARD in Annex-2 formats (para 48B, 48N—
480).

Further details can be found on:
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Jul 16, 2026 : Reserve Bank of India (Rural Co-operative Banks —

Resolution of Stressed Assets) Second Amendment Directions, 2026

Tags:
Rural Co-operative Banks, Specified Non-Financial Assets (SNFA), Non-Banking Assets (NBA), Prudential
Norms for Acquired Immovable Assets, Disposal and Valuation of Stressed Asset Recoveries

Summary:

The RBI’s Second Amendment Directions, 2026 to the ‘Rural Co-operative Banks — Resolution of Stressed
Assets’ framework introduce prudential norms for specified non-financial assets (SNFAs), i.e., immovable
assets acquired by rural co-operative banks in satisfaction of borrower claims, including non-banking
assets (NBAs). The circular mandates board-approved policies on acquisition and disposal (with a
maximum holding period of seven years), non-recourse acquisition only against NPAs, valuation based on
the lower of net book value or distress sale value, auction-based disposal, prohibition on sale back to
borrowers/related parties, separate balance sheet disclosure, and reporting to NABARD, with legacy
SNFAs to be aligned by September 30, 2027. These requirements apply to all rural co-operative banks
covered by the Directions and take effect from October 1, 2026.

Insights:

* Rural co-operative banks must update their Board-approved policies to cover Specified Non-Financial
Assets (SNFAs), including internal limits as a share of total assets, delegation matrix, pre-acquisition
recovery efforts, and a disposal timeline not exceeding seven years (new paras 5(2B), 8B).

* From October 1, 2026, banks may acquire immovable assets as SNFAs only against NPAs, on a non-
recourse basis, with acquisition value booked at the lower of the net book value (NBV) of extinguished
exposure or the distress sale value certified by at least two independent external valuers (paras 49D, 49E,
49G).

* For partial extinguishment of exposure via SNFA acquisition, banks must treat the transaction as
restructuring and compute the NBV of the extinguished portion proportionately, with the residual
exposure subject to restructuring norms under the 2025 Directions (para 49F read with para 49H).

» Legacy SNFAs (outstanding as on September 30, 2026) must be aligned with the new prudential norms,
including revised NBV computation and classification, by September 30, 2027, requiring a time-bound
implementation plan (para 49B).

* Banks must exclude SNFAs from Gross/Net NPA and stressed exposure metrics, disclose them separately
as ‘non-banking assets acquired in satisfaction of claims’, and report stock and movement of NBAs to
NABARD as per Annex-2 formats (paras 49N, 490).

Further details can be found on:
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Jul 16, 2026 : Reserve Bank of India (Urban Co-operative Banks —

Resolution of Stressed Assets) Third Amendment Directions, 2026

Tags:
Urban Co-operative Banks, Specified Non-Financial Assets (SNFA), Non-Banking Assets acquired in
satisfaction of claims, Prudential Norms and Valuation, Disposal and Disclosure Requirements

Summary:

The RBI’s Third Amendment Directions, 2026 to the ‘Urban Co-operative Banks — Resolution of Stressed
Assets’ framework introduce prudential norms for ‘specified non-financial assets’ (SNFAs), i.e., immovable
assets acquired by urban co-operative banks in satisfaction of borrower dues, including non-banking
assets under the Banking Regulation Act. The Directions require banks to frame board-approved policies
on acquisition and disposal of SNFAs (including caps as a share of total assets and a maximum disposal
period of seven years), prescribe valuation and ongoing measurement norms, prohibit sale back to
borrowers or related parties, and mandate separate disclosure and reporting of such assets (including
legacy SNFAs, which must comply by September 30, 2027). These requirements apply to all Urban Co-
operative Banks holding or acquiring SNFAs, including those obtained through bilateral deals or under
SARFAESI, effective October 1, 2026.

Insights:

* Urban Co-operative Banks must update their stressed asset resolution policies to include acquisition and
disposal of Specified Non-Financial Assets (SNFAs), with explicit internal limits as a share of total assets
and a disposal timeline not exceeding seven years [para 9B].

* SNFAs can be acquired only against exposures already classified as NPAs and strictly on a non-recourse
basis, and partial debt extinguishment via SNFA acquisition must be treated and reported as restructuring
in line with the 2025 Directions [paras 115D, 115E, 115F].

e For all SNFAs outstanding as on September 30, 2026 (“Legacy SNFAs”), banks must fully align valuation,
classification, and reporting with the new Chapter V-A prudential norms by September 30, 2027 [para
115B].

¢ On acquisition, banks must value SNFAs at the lower of the net book value of extinguished exposure or
distress sale value determined by at least two independent external valuers, and thereafter remeasure
them at revised NBV at each reporting date [paras 115G, 115H, 115I].

¢ Urban Co-operative Banks must exclude SNFAs from Gross/Net NPA and PCR computation, disclose
them separately as ‘non-banking assets acquired in satisfaction of claims’ in their balance sheet, and
submit SNFA data in Annex-3 formats through the CIMS portal from the effective date October 1, 2026
[paras 115N, 1150, para 6].

Further details can be found on:
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Jul 16, 2026 : Reserve Bank of India (All India Financial Institutions —
Resolution of Stressed Assets) Second Amendment Directions, 2026

Tags:
Specified Non-Financial Assets (SNFA), All India Financial Institutions (AlFls), Resolution of Stressed Assets,
Prudential Norms and Valuation, Disposal and Disclosure Requirements

Summary:

The Reserve Bank of India has issued the Reserve Bank of India (All India Financial Institutions — Resolution
of Stressed Assets) Second Amendment Directions, 2026 to prescribe prudential norms for ‘specified non-
financial assets’ (SNFAs), i.e., immovable assets acquired by AlFIs in satisfaction of stressed exposures. The
Directions mandate that AlFls frame board-approved policies on acquisition and disposal of SNFAs (with a
disposal period not exceeding seven years), lay down valuation norms (including initial recognition at the
lower of net book value or distress sale value and ongoing NBV-based measurement), bar sale back to the
borrower or related parties, and require separate disclosure and reporting of SNFAs outside NPA/stressed
exposure metrics. These requirements apply to all All India Financial Institutions, including legacy SNFAs
(with compliance by September 30, 2027), and come into force from October 1, 2026.

Insights:

* From October 1, 2026, AlFls must frame/update a Board-approved policy on Specified Non-Financial
Assets (SNFAs), covering caps as % of total assets, eligibility criteria, delegation, pre-acquisition recovery
steps, and a disposal timeline not exceeding 7 years (para 12B).

¢ AlFls can acquire immovable assets as SNFAs only against non-performing exposures, on a non-recourse
basis, and must record them at the lower of NBV of extinguished exposure or distress sale value based on
at least two independent external valuers (paras 135D, 135E, 135G).

¢ Any partial extinguishment of exposure via SNFA acquisition must be treated as restructuring, and the
residual exposure will attract prudential treatment for restructuring under the 2025 Directions (para
135F).

® Legacy SNFAs outstanding as on September 30, 2026 must be brought into full compliance with the new
prudential norms (valuation, classification, policy limits, disposal timelines) by September 30, 2027 (para
135B).

¢ AIFIs must exclude SNFAs from Gross/Net NPA, stressed exposure and PCR calculations, disclose them
separately as ‘Specified Non-Financial Assets’ in the balance sheet, and report stock and movement
details in Annex-2 formats through the CIMS portal (paras 135N, 1350).

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13568&Mode=0
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Jul 16, 2026 : Reserve Bank of India (Non-Banking Financial Companies —

Resolution of Stressed Assets) Second Amendment Directions, 2026

Tags:
NBFCs, Specified Non-Financial Assets (SNFA), Resolution of Stressed Assets, Prudential Norms, Disposal
and Valuation of Acquired Immovable Assets

Summary:

The RBI's Second Amendment Directions, 2026 to the NBFC — Resolution of Stressed Assets framework
introduce prudential norms for ‘Specified Non-Financial Assets’ (SNFAs), i.e., immovable assets acquired
by NBFCs in satisfaction of borrower dues. The circular mandates Board-approved policies on acquisition
and disposal (including caps on SNFAs as a share of total assets, non-recourse acquisition only from NPAs,
seven-year maximum holding period, valuation norms, prohibition on sale back to borrowers/related
parties, and separate disclosure and CIMS/NHB reporting). These requirements apply to all NBFCs
(including NBFC-HFCs) holding or acquiring such assets, with legacy SNFAs to be aligned by September 30,
2027 and the Directions effective from October 1, 2026.

Insights:

* NBFCs must update their Board-approved credit and recovery policy to incorporate clauses on
acquisition, valuation, and disposal of Specified Non-Financial Assets (SNFAs), including internal limits as a
share of total assets and a disposal timeline not exceeding 7 years, in line with the Second Amendment to
the 2025 Directions.

e For all SNFAs (including those acquired under SARFAESI) outstanding as on September 30, 2026 (‘Legacy
SNFAs’), NBFCs must align valuation, classification and disposal treatment with the new Chapter VII-A by
September 30, 2027.

¢ From October 1, 2026, NBFCs may acquire immovable property as SNFA only against NPA exposures on
a non-recourse basis, record them at the lower of NBV of extinguished exposure or distress sale value
from at least two independent valuers, and treat any partial extinguishment as restructuring under the
2025 Directions.

¢ NBFCs must ensure SNFAs are excluded from Gross/Net NPA, stressed exposure and PCR calculations
and are instead disclosed separately as ‘Specified Non-Financial Assets’ in financial statements, while
continuing to follow restructuring norms for any residual borrower exposure.

¢ NBFCs (and NBFC-HFCs via NHB) must put in place systems to report stock and movement of SNFAs in
the exact formats of Annex-2 (Tables 1 and 2) through the CIMS portal from the effective date of these
Directions.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13567&Mode=0
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Jul 16, 2026 : Reserve Bank of India (Small Finance Banks — Resolution of

Stressed Assets) Second Amendment Directions, 2026

Tags:
Small Finance Banks, Specified Non-Financial Assets (SNFAs), Non-Banking Assets (NBAs), Prudential
Norms and Valuation, Disposal and Disclosure Requirements

Summary:

The Reserve Bank of India has issued the Reserve Bank of India (Small Finance Banks — Resolution of
Stressed Assets) Second Amendment Directions, 2026 to lay down prudential norms for specified non-
financial assets (SNFAs), i.e., immovable assets acquired by small finance banks in satisfaction of their
claims, including non-banking assets under the Banking Regulation Act. The amendment introduces policy
requirements on acquisition and disposal of SNFAs (including limits as a share of total assets and a
maximum holding period of seven years), valuation and provisioning norms, restrictions on sale back to
borrowers or related parties, and separate disclosure and reporting of such assets outside NPA metrics.
These Directions apply to all small finance banks holding or acquiring SNFAs, including legacy assets (to be
aligned by September 30, 2027), and come into force from October 1, 2026.

Insights:

¢ Small Finance Banks must update board-approved policies to cover Specified Non-Financial Assets
(SNFAs), including internal limits as a % of total assets, approval delegation, pre-acquisition recovery
steps, and a disposal timeline not exceeding 7 years (para 13B).

* From October 1, 2026, SFBs may acquire immovable assets as SNFAs only for NPAs, on a non-recourse
basis, and must recognize them at the lower of NBV of extinguished exposure or distress sale value based
on at least two independent valuers (paras 140D, 140E, 140G).

* For all SNFAs outstanding as on September 30, 2026 (“Legacy SNFAs”), banks must align valuation,
classification, and reporting with these Directions by September 30, 2027 (para 140B).

* Banks must ensure SNFAs are disposed of primarily via public auction in line with SARFAESI auction
principles, and are never sold back to the original borrower or related parties as defined under the
Insolvency and Bankruptcy Code, 2016 (paras 140K, 140L).

¢ SFBs must exclude SNFAs from Gross/Net NPA, stressed exposure and PCR calculations, present them
under ‘non-banking assets acquired in satisfaction of claims’, and report stock and movement of NBAs in
CIMS as per Annex-2 formats (paras 140N, 1400).

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13566&Mode=0

www.fintellix.com
©2026 Fintellix India Private Ltd. All rights reserved


https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?Id=13566&Mode=0

ICRA

FINTELLIX

Insights that empower

Jul 16, 2026 : Reserve Bank of India (Commercial Banks — Resolution of
Stressed Assets) Third Amendment Directions, 2026

Tags:
Specified Non-Financial Assets (SNFA), Non-Banking Assets (NBA), Prudential Norms on Immovable Assets,
Resolution of Stressed Assets, Valuation and Disposal Framework

Summary:

The Reserve Bank of India has issued the Third Amendment to the 2025 Directions on Resolution of
Stressed Assets for commercial banks, introducing prudential norms for ‘specified non-financial assets’
(SNFAs), i.e., immovable properties acquired in satisfaction of loan claims, including non-banking assets
under the Banking Regulation Act. Banks must frame board-approved policies capping SNFAs as a share of
total assets, define eligibility, require prior recovery efforts, ensure classification only for NPAs, strictly
value SNFAs at the lower of net book value or distress sale value with ongoing NBV-based measurement,
dispose of such assets (via public auction) within a maximum of seven years, and are prohibited from
selling them back to the borrower or related parties. The requirements, applicable to all commercial
banks (including for ‘legacy’ SNFAs with compliance by September 30, 2027), also mandate separate
balance sheet disclosure of these assets and detailed reporting in the CIMS portal, effective from October
1, 2026.

Insights:

* From October 1, 2026, banks must frame/upgrade Board-approved policies to cover acquisition and
disposal of specified non-financial assets (SNFAs), including limits as a share of total assets and a disposal
timeline not exceeding 7 years [insertion of para 13B].

e Legacy SNFAs (all qualifying immovable assets outstanding as on September 30, 2026) must be brought
into full compliance with the new Chapter VII-A valuation, holding period and reporting norms by
September 30, 2027 [para 1408B].

¢ On every SNFA acquisition, banks must record the asset at the lower of (a) NBV of extinguished
exposure and (b) distress sale value based on at least two independent external valuers; partial
extinguishment must also be treated as restructuring for residual exposure [paras 140G, 140H, 140F].

* Banks must ensure SNFAs are disposed of through public auction in line with SARFAESI auction
principles, are not sold back to the borrower or its related parties (as per IBC definition), and cease to be
classified as SNFAs once put to own use and reclassified under ‘Fixed assets’ [paras 140K-140M].

¢ SNFAs must be excluded from Gross/NPA, Net NPA, stressed exposures and PCR computations and
instead disclosed as ‘non-banking assets acquired in satisfaction of claims’; banks must also report
SNFA/NBA stock and movement in CIMS as per Annex-2 formats from the effective date [paras 140N—
1400, Annex-2].

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13565&Mode=0
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Jul 15, 2026 : Designation of 23 individuals under clause (a) of sub-section

(1) and sub-section (2) of section 35 of the Unlawful Activities
(Prevention) Act, 1967 and listed in the Fourth Schedule of the Act

Tags:
UAPA Compliance, Terrorist Designation List, KYC/AML Obligations, Regulated Entities Reporting to FIU-
IND, Schedule IV Monitoring

Summary:

The Reserve Bank of India notifies all regulated entities about the designation of 23 individuals as
“terrorists” under Section 35 of the Unlawful Activities (Prevention) Act, 1967, and their inclusion in the
Fourth Schedule via MHA notifications dated July 4, 2026. Regulated entities must strictly follow the UAPA
Order procedures in the RBI KYC Directions, ensure meticulous compliance with these new listings (and
any future amendments to Schedule 1V), and report any accounts matching these individuals to FIU-IND
and the Ministry of Home Affairs. The circular applies to commercial banks, small finance banks, payments
banks, urban and rural co-operative banks, regional rural banks, local area banks, NBFCs, ARCs, and all-
India financial institutions.

Insights:

* Regulated entities must immediately screen all customers, beneficiaries and related parties against the
23 newly designated individuals (entries 58—80 under S.0. 3623(E)—3645(E)) notified on July 4, 2026 under
Section 35 of UAPA, 1967.

¢ Upon detecting any account or relationship resembling these listed individuals/aliases, regulated
entities must freeze the accounts/assets and report details to FIU-IND and the Ministry of Home Affairs as
per the UAPA Order dated February 2, 2021.

¢ Regulated entities are required to implement or update automated name-screening and alert systems
to capture all aliases given in the notification (e.g., multiple ‘@’ names per individual) in line with RBI KYC
Directions, 2025 (Chapter IX and Annex ).

e Compliance teams must treat amendments to Schedules IV and | of UAPA, 1967 in the same manner as
UNSC list updates under the RBI KYC Directions, 2025, ensuring immediate incorporation of future MHA
Gazette notifications into internal sanction lists.

* Internal UAPA/KYC policies and procedures must be reviewed and updated to explicitly reference the
RBI KYC Directions, 2025 (as amended on December 29, 2025) and the MHA notifications dated July 4,
2026, assigning clear responsibilities for ongoing monitoring and reporting.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13564&Mode=0
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Jul 15, 2026 : Reserve Bank of India (Urban Cooperative Banks — Credit
Facilities) Second Amendment Directions, 2026

Tags:
Urban Cooperative Banks (UCBs), Credit Facilities Directions, Project Finance — Independent Viable Units,
Electricity Generation and Transmission Projects, RBI Regulatory Amendment 2026

Summary:

The Reserve Bank of India has issued the Second Amendment to the Reserve Bank of India (Urban
Cooperative Banks — Credit Facilities) Directions, 2025, clarifying project finance norms for urban
cooperative banks (UCBs). The amendment allows UCBs to treat multiple independent viable units within
a larger project as separate projects with distinct financial closure, subject to separate ex-ante viability
appraisal, and clarifies that, for electricity generation projects involving both generation and transmission,
right-of-way requirements for transmission will be determined as per the existing sub-paragraph (3) of
paragraph 69. These changes take immediate effect and apply specifically to urban cooperative banks
engaged in such project financing.

Insights:

* Urban Cooperative Banks (UCBs) may now finance large projects as multiple independent viable units,
but must conduct ex-ante standalone viability appraisal and establish separate financial closure for each
unit, as per amended para 67 of the 2025 Directions.

¢ Credit appraisal policies of UCBs must be updated to explicitly allow or prohibit unit-wise financing
under para 67, and to prescribe documentation and Board approvals needed for treating each unit as a
separate project.

e For electricity generation projects where scope includes both generation and transmission, UCBs must
determine right-of-way requirements for transmission strictly in line with sub-para (3) of para 69, as
clarified by the new Explanation.

e Project finance due-diligence checklists for power sector lending must be revised so that right-of-way
for evacuation infrastructure is assessed, documented and approved in accordance with the amended
para 69 of the 2025 Directions.

* The Reserve Bank of India (Urban Cooperative Banks — Credit Facilities) Directions, 2025 stand modified
with immediate effect by these Second Amendment Directions, 2026; UCBs must align their internal
policies and ongoing sanctions to the new Explanations under paras 67 and 69 without delay.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13563&Mode=0
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Jul 15, 2026 : Reserve Bank of India (All India Financial Institutions — Credit
Facilities) Second Amendment Directions, 2026

Tags:
All India Financial Institutions (AlIFIs), Project Finance, Multiple Independent Viable Units, Electricity
Generation and Transmission Projects, RBI Credit Facilities Directions Amendment

Summary:

The Reserve Bank of India has issued the Second Amendment to the Reserve Bank of India (All India
Financial Institutions — Credit Facilities) Directions, 2025, under Section 45L of the RBI Act, 1934. The
amendment clarifies that AlIFIs may finance multiple independent viable units of a project as separate
projects with their own financial closure, subject to ex-ante standalone viability appraisal, and specifies
that for electricity generation projects involving both generation and transmission, right of way for
transmission will be determined as per sub-paragraph (3) of paragraph 41. These changes take immediate
effect and apply to all All India Financial Institutions governed by the original Directions.

Insights:

* AlFls may now structure financing for large projects as multiple independently viable units, provided
each unit is separately appraised ex-ante and has its own financial closure, necessitating updates to
internal appraisal and credit documentation processes.

* Credit policy manuals of AlFls must be revised to incorporate explicit criteria and procedures for
assessing ‘standalone viability’ of each independently financed unit under paragraph 39, in line with the
amended Directions.

* For electricity generation projects that include both generation and transmission (evacuation
infrastructure), AlFls must determine the right-of-way requirement for the transmission component
strictly as per sub-paragraph (3) of paragraph 41 of the 2025 Directions.

* Project appraisal teams in AlFls must immediately align their due diligence checklists for power projects
to distinguish and document compliance with the new Explanation under paragraph 41 regarding
transmission right-of-way norms.

¢ These Second Amendment Directions, 2026 take effect immediately, so AlFls must promptly update
their internal credit sanction, appraisal templates, and legal documentation to reflect the modified
paragraphs 39 and 41 of the 2025 Directions.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13562&Mode=0
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Jul 15, 2026 : Reserve Bank of India (Non-Banking Financial Companies —

Credit Facilities) Second Amendment Directions, 2026

Tags:
NBFC Credit Facilities, Project Finance Viability, Independent Viable Units, Power Projects Generation and
Transmission, RBI Amendment Directions 2026

Summary:

The Reserve Bank of India has issued the Reserve Bank of India (Non-Banking Financial Companies — Credit
Facilities) Second Amendment Directions, 2026, modifying the 2025 Directions. The amendments clarify
that NBFCs may treat multiple independent viable units within a project as separate projects for financing,
subject to standalone ex-ante appraisal, and specify that for electricity generation projects involving both
generation and transmission, right-of-way requirements for transmission are to be determined as per sub-
paragraph (3) of paragraph 72. These changes apply to NBFCs (including housing finance companies and
factors governed under the cited Acts) and take effect immediately.

Insights:

* NBFCs financing large projects must update credit appraisal policies to separately assess and document
standalone viability for each independent unit they choose to finance under the new Explanation to
paragraph 70 of the 2025 Directions.

® For multi-unit projects, NBFCs should obtain and record separate financial closures, cash-flow
projections and risk assessments for each financed unit, treating them as distinct projects per the
amended paragraph 70.

* NBFCs engaged in financing electricity generation projects with combined generation and transmission
scope must align their right-of-way (RoW) assessment for transmission to sub-paragraph (3) of paragraph
72, as clarified by the new Explanation.

e Credit and legal teams of NBFCs should immediately revise internal checklists and sanction templates
for power projects to explicitly capture RoW compliance for transmission infrastructure in line with
paragraph 72(3).

¢ Since these amendments to the 2025 ‘Non-Banking Financial Companies — Credit Facilities’ Directions
take effect immediately (July 15, 2026), NBFCs must apply them to all new sanctions and, where feasible,
to ongoing appraisals not yet finally approved.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13561&Mode=0
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Jul 15, 2026 : Reserve Bank of India (Small Finance Banks — Credit
Facilities) Fourth Amendment Directions, 2026

Tags:
Small Finance Banks, Credit Facilities, Project Financing, Independent Viable Units, Electricity Generation
and Transmission Projects

Summary:

The Reserve Bank of India has issued the fourth amendment to the Reserve Bank of India (Small Finance
Banks — Credit Facilities) Directions, 2025, clarifying project financing norms for Small Finance Banks. The
amendment allows banks to treat multiple independently viable units within a single project as separate
projects with their own financial closure, subject to standalone viability appraisal, and clarifies that for
power projects involving both generation and transmission, right-of-way requirements for transmission
shall be determined as per the existing sub-paragraph (3). These changes apply specifically to Small
Finance Banks engaged in project financing, particularly in sectors such as electricity generation involving
transmission infrastructure.

Insights:

¢ Small Finance Banks (SFBs) may now structure financing for large projects as multiple independently
viable units, but must conduct ex-ante standalone viability appraisal and financial closure for each
financed unit in line with para 78 Explanation.

¢ Credit policy and appraisal frameworks of SFBs should be updated to explicitly allow and document
criteria for treating sub-parts of a project as separate ‘independent viable units’ for financing under the
amended para 78.

* For electricity generation projects that include both generation and transmission (evacuation
infrastructure), SFBs must determine right of way (RoW) requirements for the transmission component
strictly as per sub-paragraph (3) referenced in para 80 Explanation.

e Internal credit appraisal templates and due diligence checklists for power projects must be revised so
that RoW assessment for evacuation infrastructure follows the specific methodology of para 80(3), and is
separately recorded from the generation component.

* These Fourth Amendment Directions to the ‘Reserve Bank of India (Small Finance Banks — Credit
Facilities) Directions, 2025’ are effective immediately from July 15, 2026, requiring prompt alignment of
SFBs’ credit policies, sanction conditions and documentation.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13560&Mode=0
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Jul 15, 2026 : Reserve Bank of India (Commercial Banks — Credit Facilities)
Fifth Amendment Directions, 2026

Tags:
Commercial Banks — Credit Facilities, Project Finance — Independent Viable Units, Electricity Generation
Projects, Transmission Right of Way, RBI Regulatory Amendment 2026

Summary:

The Reserve Bank of India has issued the Fifth Amendment to the Reserve Bank of India (Commercial
Banks — Credit Facilities) Directions, 2025, clarifying the treatment of certain project finance exposures by
commercial banks. The amendment allows banks to finance multiple independent, viable units within a
larger project as separate projects, subject to standalone ex-ante appraisal, and clarifies that for
electricity generation projects involving both generation and transmission, right of way requirements for
transmission shall be determined as per the specified sub-paragraph (3). These changes apply to
commercial banks regulated under the Directions and impact their appraisal and structuring of project
finance, particularly in infrastructure and power sectors.

Insights:

¢ Banks may now structure financing for large projects as multiple independent viable units, but must
conduct separate ex-ante standalone viability appraisal and financial closure for each unit under amended
para 78.

e Credit approval and documentation processes must be updated to treat each independently viable unit
as a distinct project with its own covenants, security, and monitoring framework in line with the new
Explanation to para 78.

* For power projects combining generation and transmission, banks must determine right of way (RoW)
requirements for transmission strictly as per para 80(3), following the new Explanation to para 80.

* Project appraisal templates and due-diligence checklists for electricity generation projects must be
revised to explicitly capture combined generation—transmission scope and RoW assessment as guided by
amended para 80.

¢ Banks must immediately align their internal credit policies and operating manuals with the Fifth
Amendment to the Reserve Bank of India (Commercial Banks — Credit Facilities) Directions, 2025, as
modified with effect from July 15, 2026.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13559&Mode=0
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Jul 14, 2026 : Reserve Bank of India (Payments Banks — Governance)

Amendment Directions, 2026

Tags:
Payments Banks Governance, RBI Board Oversight, Board Agenda Rationalisation, Risk Management and
Strategy, Delegation to Board Committees

Summary:

The Reserve Bank of India has issued the Reserve Bank of India (Payments Banks — Governance)
Amendment Directions, 2026, effective October 1, 2026, to rationalize and streamline the matters that
must be placed before the Boards of payments banks. The amendments delete certain existing board-
related provisions, redefine Chapter V as “Matters to be placed before the Board,” insert new oversight
principles for Boards, and introduce structured appendices specifying which policies and non-policy
matters require Board approval, review or information, and which may be delegated to
Board/Management Committees. These changes directly impact payments banks, their Boards, Board
Committees, and senior management by reshaping governance, delegation, and information flows in line
with RBI’s updated expectations.

Insights:

* From October 1, 2026, Payments Banks must realign Board agendas to comply with new Chapter V title
‘Matters to be placed before the Board’ and the reinsertion of para 16A, ensuring explicit Board oversight
on risk management systems, related-party exposures, and corporate governance conformity.

¢ Banks must, by October 1, 2026, map all existing ‘Board-level’ policy approvals to Appendix I, clearly
documenting which policies remain with the Board and which (where permitted) are delegated to
Board/Management Committees, and amend internal approval matrices accordingly.

* All existing Board review/placement requirements in deleted paras (Chapter IV para 17 and Chapter V
paras 22, 24-27) and corresponding older circulars must be superseded in internal SOPs and Board
calendars by the specific items listed in Appendix Il A (mandatory) and Il B (delegable).

¢ Boards must formalise and record a ‘matters reserved for Board’ schedule (as per para 27B) covering
strategy, risk governance, key appointments (e.g., MD & CEO, CRO, CCO), capital instruments, and
amalgamations, and define the reporting cadence from Committees for delegated items.

¢ By October 1, 2026, Chairs and Company Secretaries must revise Board/Committee charters and agenda
practices to reflect: (i) Chair-led agenda setting, (ii) explicit timelines and information standards for
agenda circulation, and (iii) periodic Board review of what is/ is not escalated to the Board as mandated in
para 27B.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13558&Mode=0
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Jul 14, 2026 : Reserve Bank of India (Local Area Banks — Governance)

Amendment Directions, 2026

Tags:
Local Area Banks Governance, Board Oversight and Delegation, RBI Amendment Directions 2026, Board
Policies and Approvals, Matters to be Placed Before the Board

Summary:

The Reserve Bank of India has issued the 2026 Amendment to the Reserve Bank of India (Local Area Banks
— Governance) Directions, 2025, rationalising which matters must be placed before the Boards of Local
Area Banks. The amendment deletes certain existing governance paragraphs, retitles Chapter V as
‘Matters to be placed before the Board’, and introduces new provisions (21A, 21B) along with Appendices
I, 1I-A and 1I-B that clearly specify: (i) policies requiring Board approval or that may be delegated, and (ii)
non-policy items that must be approved/reviewed/informed to the Board or that may be delegated to
Board/Management Committees, while reinforcing the Board’s ultimate responsibility for strategy, risk
and governance. These changes, effective October 1, 2026, impact Local Area Banks, their Boards, Board
Committees, and senior management by redefining agenda-setting, delegation, and
information/reporting requirements within the RBI’s governance framework.

Insights:

¢ With effect from October 1, 2026, Local Area Banks must align all ‘matters to be placed before the
Board’ strictly with Appendix I, Appendix Il A and Il B of these Amendment Directions, superseding any
conflicting requirements in earlier RBI circulars/directions.

* Boards must redraw their policy approval matrix so that all policies listed in Appendix | (e.g., Credit,
Investment, Risk Management, IT, KYC, Compensation) are approved at Board level, and only those
expressly marked ‘Yes’ are delegated to specified Board/Management Committees.

* Banks must update Board charters and Board Committee terms of reference before October 1, 2026 to
reflect the new delegation framework for non-policy items in Appendix Il B (e.g., RBIA methodology,
Annual Audit Plan, BC model review, interest rate benchmarks).

e Existing internal ‘Calendar of Reviews and Board Meeting Procedures’ frameworks must be revised, as
Chapter V is retitled to ‘Matters to be placed before the Board’ and paragraphs 20-21 (and paragraph 15
of Chapter IV) are deleted by this amendment.

¢ By October 1, 2026, Boards must formally define and document a Board agenda framework that ensures
adequate time for strategy and risk governance, prescribes information flows from management (nature
and frequency), and sets periodic reviews of agenda quality and timeliness as mandated in paragraph 21B.

Further details can be found on:
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Jul 14, 2026 : Reserve Bank of India (Small Finance Banks — Governance)

Amendment Directions, 2026

Tags:
Small Finance Banks Governance, Board Oversight Requirements, RBI Amendment Directions 2026, Board
Delegation of Powers, Policy and Board Matters Rationalisation

Summary:

The Reserve Bank of India’s 2026 amendment to the ‘Small Finance Banks — Governance’ Directions
rationalizes and reorganizes the list of matters that must be placed before the Boards of Small Finance
Banks, with the objective of freeing Board time for strategy and risk governance. It deletes certain earlier
Board-related provisions, inserts a new oversight clause (20A), and introduces a structured framework
(paras 33A-33B with Appendices |, II-A, 1I-B) that clearly categorizes which policies and non-policy matters
require Board approval, review, information, or may be delegated to Board/management committees.
These changes, effective October 1, 2026, directly impact Small Finance Banks and their Boards, Board
Committees, and senior management in how they design governance, delegation, and information flows.

Insights:

* Small Finance Banks must realign Board agendas by 01-Oct-2026 to comply with new para 20A (shifted
from para 29, Ch. V), ensuring explicit Board oversight over risk management systems, related-entity
exposures and corporate governance conformity.

® From 01-Oct-2026, SFBs must re-map all existing ‘Board approval’ policy requirements in legacy circulars
to Appendix I, clearly documenting which policies remain with the Board and which (where marked ‘Yes’)
are delegated to specified Board Committees.

» All extant RBI requirements on non-policy matters to be placed before Boards must be rationalised
against Appendix Il A and Il B by 01-Oct-2026, with SFBs updating their Board/Committee charters and
internal manuals to match the new approval, review and reporting matrix.

* By the effective date, SFB Boards must formally adopt a ‘matters reserved for Board’ schedule (per new
para 33B), explicitly covering strategy, risk governance, key personnel decisions and information
requirements, and embed this into Board calendars and MIS protocols.

¢ Before 01-Oct-2026, SFBs must review and, where necessary, amend internal references to deleted
provisions (para 21 of Ch. IV and paras 28, 30—-33 of Ch. V of the 2025 Governance Directions), ensuring all
such references now point to the new paras 20A, 33A, 33B and relevant Appendices.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13556&Mode=0
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Jul 14, 2026 : Reserve Bank of India (Commercial Banks — Governance)
Amendment Directions, 2026

Tags:
Board governance, Commercial banks, RBI directions rationalization, Board-level policy approvals,
Delegation to board committees

Summary:

The Reserve Bank of India’s ‘Commercial Banks — Governance’ Amendment Directions, 2026 reorganise
and rationalise the requirements on what matters must be placed before bank Boards, with the aim of
freeing Board time for strategy and risk governance. The amendments insert new provisions (notably
paragraphs 11A, 19A and 19B) and detailed appendices specifying which policies and matters require
Board approval, review, information, or may be delegated to Board/management committees, while
deleting or modifying earlier overlapping provisions. These changes, effective October 1, 2026, apply
mutatis mutandis to both public sector banks and private sector banks, and modify the referenced RBI
Directions/circulars to the extent indicated.

Insights:

* From October 1, 2026, Boards must realign agendas to comply with new Sections 11A, 19A and 19B so
that sufficient time is mandatorily reserved for strategy and risk governance oversight instead of routine
approvals.

¢ Banks must by October 1, 2026 map all existing Board-approved policies to Appendix |, ensuring each
required policy (e.g. Credit, Investment, Risk Management, Outsourcing, IT, KYC, Interest Rate,
Compensation) is approved at Board level and, where permitted, formally delegated to a specified
committee.

¢ All internal ‘matters to Board’ lists must be revised by October 1, 2026 to align with Appendix II-A (must
go to Board) and II-B (may be delegated), superseding any conflicting requirements in earlier RBI
Directions/circulars, including deleted paragraphs 14, 15, 16, 17, 18 and 19 of Chapter Il of the 2025
Governance Directions.

e Private sector banks must update their Board charters, committee terms of reference and governance
manuals so that PSB provisions in paras 8—11A and 12-19B of the 2025 Governance Directions (as
amended by paras 52 and 57) are applied mutatis mutandis to PVB Boards from October 1, 2026.

* Banks must formalise delegation matrices before October 1, 2026 clearly recording which Board
committees/management committees will approve or review specific items (e.g. ICAAP design, capital
plans, auditor appointments, outsourcing reviews, cyber risk reporting) where Appendices | and Il
explicitly allow delegation.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13555&Mode=0
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Jul 09, 2026 : Implementation of Section 51A of UAPA, 1967: Updates to
UNSC’s 1267/ 1989 ISIL (Da'esh) & Al-Qaida Sanctions List: Amendment of

1 Entry

Tags:
UAPA Section 51A Compliance, UNSC 1267 ISIL Al-Qaida Sanctions List, KYC/AML Obligations,
Restricted/Prohibited Accounts Screening, RBI Regulated Entities (Banks and NBFCs)

Summary:

The RBI circular informs all regulated entities that, pursuant to UNSC press release SC/16407 (July 8,
2026), one individual entry (QDi.439 — HAMIDAH NABAG GALA) on the ISIL (Da’esh) & Al-Qaida Sanctions
List has been amended, including updated identity details such as date of birth, passport and national ID
information. Banks and financial institutions covered under the RBI KYC Directions must immediately align
their Section 51A UAPA screening with the revised UN list, ensure no accounts or dealings with the listed
individual, follow the procedures in the UAPA Order (including for freezing assets and handling delisting
requests), and refer customers to the UN Ombudsperson process where applicable. This applies to
commercial banks, small finance banks, payments banks, co-operative banks, RRBs, LABs, NBFCs, ARCs,
and All India Financial Institutions.

Insights:

* Regulated entities must immediately screen all customers and beneficial owners against the updated
UNSC ISIL (Da’esh) & Al-Qaida Sanctions List entry QDi.439 (Hamidah Nabag Gala), incorporating the
amended DOB, nationality, passport and ID details into their sanction screening systems.

¢ In line with Section 51A of UAPA, 1967 and Chapter IX of the RBI KYC Directions, 2025 (as amended on
December 29, 2025), entities must ensure no accounts or relationships exist or are opened in the name of
individuals/entities on the updated UNSC lists, and must freeze assets without delay where matches are
confirmed.

¢ Compliance teams should update their internal UAPA/UN sanctions SOPs to align with the UAPA Order
dated February 02, 2021 (amended April 22, 2024) annexed to the KYC Directions, and train frontline staff
on the specific handling of Section 51A asset-freeze obligations for this update.

¢ Regulated entities must regularly reconcile their sanction screening databases with the current UNSC
lists hosted at the URLs specified in this circular (1267 ISIL/Al-Qaida and 1988 Taliban lists) to ensure
ongoing compliance with asset freeze, travel ban and arms embargo measures under UNSCR 2734 (2024).

¢ Any delisting or related representation received from customers linked to the UNSC ISIL (Da’esh) & Al-
Qaida list must be electronically forwarded to Joint Secretary (CTCR), MHA, and customers should be
directed to the UN Ombudsperson process as detailed in the URLs provided in this circular.

Further details can be found on:

https://rbi.org.in/Scripts/NotificationUser.aspx/NotificationUser.aspx?1d=13554&Mode=0
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